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BRIEFING - BUDGET ENFORCEMENT 
PROCEDURES IN THE HOUSE 


Friday, September 26, 1997 

House of Representatives, 

Subcommittee on Legislative and Budget Process, 

Committee on Rules, 

Washington, D.C. 

The subcommittee met, pursuant to call, at 9:30 a.m. in Room H- 
313, The Capitol, Hon. Porter J. Goss [chairman of the subcommit- 
tee] presiding. 

Present: Representatives Goss, Linder, Pryce, Hastings and Solo- 
mon.Also Present: Representative Dreier. 

Mr. Goss. The briefing will come to order. 

I thank Members for being here this morning. 

This is a continuation of our series on understanding and aware- 
ness about our budget process for preparation for further reform. 
Simplification and accountability, I think, are areas that we are 
very interested in. Enforcement is another subject that has been 
suggested recently on the House floor. I know Members have busy 
schedules, and I am grateful that they have taken the time, the 
fact that we have this many members of the committee — and I un- 
derstand others may come in as we go on — shows our commitment 
to what we are about. 

We are very grateful for the folks who are going to be with us 
this morning. I have to make one administrative announcement, to 
put Chairman Solomon at ease. The picture of Richard Bolling is 
safely ensconced in the Chairman’s office. It will return. We needed 
the space. 

Mr. Dreier. We just wanted to see the Solomon portrait up 
there. 

The Chairman. I do not want to get involved in the taking down 
of portraits. 

Mr. Goss. I know that sometimes it gets to be an issue in this 
room. So I wanted to be sure that everybody knew exactly what 
was going on. There was no political agenda involved in this thing 
at all. 

I have a brief statement. 

Mr. Dreier. Explain why it was taken down. 

Mr. Goss. Why it was taken down was so that we would have 
the opportunity for technical display, which I hope we will be able 
to have. 

Mr. Dreier. Which we are not going to have, apparently. 

Mr. Goss. I read in a note that apparently that may not happen, 
but also that is not a hidden agenda. 

( 1 ) 
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Mr. Dreier. So should we go and get Bolling’s portrait right 
now? 

Mr. Goss. Perhaps we should, if anybody is uncomfortable. Oth- 
erwise, we will proceed. I am going to read a brief statement for 
the record. 

First of all, I do thank Members and our briefers for being here. 
I think everybody knows this is unfinished business, the question 
of the budget process. Going back to the outset of the 104th Con- 
gress, the committee under Chairman Solomon’s leadership began 
a comprehensive review of the congressional budget process, par- 
ticularly the procedures that fall directly within our oversight pur- 
view. 

In 1995, we held three joint subcommittee hearings with Chair- 
man Dreier, Chairman Solomon, and myself, and throughout 1995 
and 1996 we worked long and hard on the line-item veto and the 
deficit reduction lockbox, two specific budget process measures 
which we are all familiar with. All the while, we have attempted 
to work with our colleagues on both sides of the aisle with specific 
concerns with existing procedures and offered a variety of proposals 
for some reform. 

Our subcommittee is sponsoring today’s seminar because I be- 
lieve we have an obligation to the House to better inform ourselves 
on the nuts and bolts of the congressional budget process because 
we have got more work to do, and this would be a good foundation 
for it. 

As Members recall, we recently went through floor consideration 
of a bipartisan proposal to rewrite the budget process known as the 
Barton-Stenholm bill. At that time it was clear that many Mem- 
bers of the House do not fully understand the complexities and de- 
tails of the process. It is also clear that there is strong sentiment 
about the excessive confusion and lack of accountability offered by 
current procedures. Frankly, our colleagues look to this committee 
for guidance, for advancement of responsible reform ideas, and we 
have had a number of requests to get on with this job. 

Chairman Solomon and I have committed to developing a pro- 
posal before the end of this Congress, and of course. Chairman 
Dreier was involved in extensive hearings in the previous Congress 
on the same subject. 

I would like to introduce our briefers for today and point out that 
Members have already received biographical information on each of 
them. It is a fairly unique event this morning that involves the 
best budget process minds of three separate agencies. Each agency 
has expertise and we expect it will be a case where the whole will 
be greater than the sum of its parts. In addition, we are going to 
experiment with bringing the Rules committee into the 20th cen- 
tury and offer Members and staff some basic presentation — ^how- 
ever, apparently we are going back to the 19th century, because 
the 20th century plug didn’t work or something. What happened? 

The Clerk. We are missing the necessary equipment. 

The Chairman. Back to reality. 

Mr. Goss. Chairman Solomon prevails. 

Thank you all for taking the time to be here today. We will begin 
with Bob Keith of CRS, who will be followed by Jim Saturno of 
CRS, then Sue Irving of GAO, and then Mr. Homey of CBO. 
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Obviously, I would like to thank Stan Bach and John Kelley of 
CRS; Bob Sexton, Chris Bonham, and John Mingus of GAO; and 
Sandy Davis of CBO for the help of pulling this together, as well 
as our own staff who has worked extensively and excessively on 
this. 

The agenda I believe Members have shows an overview of 20 
minutes that Bob Keith will do, and then we go to Jim Saturno’s 
piece and so forth, and they are all identified by subject matter. 
And I would also, rather than reading it, I will put in the record 
the backgrounds on our briefers, the bios. Members who wish to 
take a look at that during the course of the day, please do. 

There is also a memo I think all Members have of how we got 
where we are. There is a pretty complete package so we are not 
jumping in totally cold on this thing. We will make sure that the 
record is provided with all of those materials, and we will begin 
with Bob Keith. 

STATEMENT OF BOB KEITH, CONGRESSIONAL RESEARCH 

SERVICE 

Mr. Keith. Thank you, Mr. Chairman, Mr. Goss. 

On behalf of the panel, let me just express our gratitude in being 
asked here today to discuss this important issue. The topic of budg- 
et enforcement in the House of Representatives is potentially a 
very broad one. The authorities that underpin enforcement encom- 
pass not only rulemaking provisions in statute and other statutory 
provisions, the standing rules of the House, standing unanimous 
consent agreements, committee rules, and party conference and 
caucus guidelines, but also practices, conventions, and norms as 
well. Enforcement applies to many different types of issues, such 
as substantive budget policies, the timing of legislative actions, and 
the separation of distinct budget processes, among others. 

For purposes of this briefing, we have been asked to focus on the 
aspects of budget enforcement that are most important to the ac- 
tivities of this committee. Consequently, we will discuss mainly 
those procedures that stem from the rules of the House and affect 
legislative activity, principally rulemaking provisions in the two 
major budget process statutes. 

Further, the discussion will center on the enforcement of sub- 
stantive budgetary policies and budgetary timing requirements. 
Other issues, such as the enforcement of the boundaries between 
the authorization and the appropriation processes under Rule XXI, 
can be taken up at a later time. 

In this instance, substantive budgetary policies may involve fair- 
ly broad matters, such as the appropriate level of discretionary 
spending; more specific matters, such as the appropriate level of 
spending under the control of a particular committee; and more 
specific matters still, down to the level of the line item. 

Budget enforcement thus deals with such diverse questions as: 
Are the costs of the pending legislation consistent with the overall 
spending levels established in the budget resolution? Does the 
spending recommended in this legislation constitute an unfunded 
mandate? Is this legislation being considered in a timely manner 
as prescribed in the budget process timetable? 
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I will provide a brief overview of these budget enforcement rules 
and procedures, and my colleagues will explain them, and illustrate 
their use, in more detail. 

As we all painfully are aware, budget enforcement is an exceed- 
ingly complex topic and this complexity often leads to confusion. 
We had prepared a number of visual aids for use in this presen- 
tation — you should have hard copies — and I want to thank John 
Mingus of GAO in preparing these for us. Unfortunately, it appears 
that our projection equipment is surplus from the MIR space sta- 
tion, so we will have to send it back. 

In this overview, I will identify and summarize key budget en- 
forcement procedures, discuss the role of this committee in the en- 
forcement process, and comment on some recent trends. 

Budget enforcement occurs principally along a dual track involv- 
ing procedures under the Congressional Budget Act of 1974, which 
established a congressional budget process, and the Balanced 
Budget and Emergency Deficit Control Act of 1985, which estab- 
lished the sequestration process. The latter measure is more com- 
monly known as the Gramm-Rudman-Hollings (GRH) act. 

Both acts have been amended substantially several times. Most 
recently, they were both amended by the Budget Enforcement Act 
of 1997. That was title X of the first of two reconciliation acts just 
passed. 

Sequestration is an executive rather than a legislative process, 
and the Rules Committee is not involved in its basic operation. 
However, its central purpose is to force the President and Congress 
to reach agreement on budgetary measures through the regular 
legislative process in order to avoid the automatic, across-the-board 
cuts of a sequester. Consequently, the House and Senate have 
shaped their budget enforcement procedures to give themselves 
every opportunity to avoid a sequester, and the congressional budg- 
et process uses some of the same terms and concepts that are used 
in the sequestration process. 

Every time the House and Senate act on a budgetary measure, 
they must be mindful of the implications down the road for the se- 
questration process. In some ways, this has complicated the task 
of keeping the differences between these two enforcement tracks 
straight. So, although you are generally familiar with the features 
of both acts, it might be helpful at this point to briefly compare and 
contrast them from the perspective of budget enforcement. 

If you turn to your visual aids, we will look at the first one, la- 
beled "Dual Enforcement Tracks," and you see two columns. The 
one on the left covers the congressional budget process and the col- 
umn on the right covers the sequestration process. 

As I mentioned, the authority underpinning the congressional 
budget process is the Congressional Budget Act of 1974, and the se- 
questration process stems from the Balanced Budget and Emer- 
gency Deficit Control Act of 1985. 

Both processes apply to all types of measures, but the enforce- 
ment level differs. In the case of the congressional budget process, 
these decisions are enforced for revenues, spending, and the debt 
limit — full components of the Federal budget. In the case of seques- 
tration, violations are enforced solely on the spending side. 
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Enforcement under the congressional budget process occurs 
throughout the session during the consideration of individual meas- 
ures. It is a legislative enforcement process. The executive enforce- 
ment process under sequestration, however, only occurs after a ses- 
sion of Congress has ended. The GRH act requires 0MB to issue 
a sequestration report within 15 days after the session of Congress 
ends, and the President is required to issue an order in strict con- 
formity with that report and must do so immediately. 

There is one situation where a sequester could occur during the 
session, and that is within the context of action on a supplemental 
appropriations bill. But generally speaking, we think of a sequester 
occurring after the end of the session, taking into account legisla- 
tive action. 

Under the congressional budget process. Social Security and the 
Postal Service are exempt. They are off-budget entities. Although 
I must say Social Security is such a large program, its effects can- 
not be ignored, and information about Social Security arises all of 
the time in the congressional budget process. But it is not included 
in the overall numbers that both chambers use for enforcement. 

To make the matter more complex, the Senate does stick into the 
budget resolution some numbers relating to Social Security, but 
that is for purposes of the enforcement of a freestanding provision 
in the law that the Senate uses, not for enforcement of the budget 
process generally. 

In the sequestration process. Social Security and the Postal Serv- 
ice are exempt, but so are many other programs — relatively few on 
the discretionary side, but quite a few on the mandatory side. 

The congressional budget process relies on points of order based 
on the budget resolution; sequestration relies on the sequestration 
order from the President, based on an 0MB report. 

Finally, the principal enforcement mechanisms that we are con- 
cerned with today under the congressional budget process are 
spending suballocations and reconciliation, and under the seques- 
tration process, the discretionary spending limits and the pay-as- 
you-go requirement. This deserves fuller discussion. 

With regard to the last comments on the slide, it is apparent that 
the dichotomy between discretionary spending on the one hand, 
and direct spending and revenues on the other, is very important 
for budget enforcement. The dichotomy reflects different procedures 
for fundamentally different components of the budget involving dif- 
ferent types of budgetary transactions, committee relationships, 
programmatic characteristics and so on. 

Generally speaking, discretionary spending is provided in annual 
appropriation acts, except for that portion that covers appropriated 
entitlements, such as Medicaid. Discretionary spending finances 
the routine operations of the Federal Government. Legislation pro- 
viding discretionary spending falls under the jurisdiction of the Ap- 
propriations Committees and must be acted on every year. 

Direct spending, which sometimes is called mandatory spending, 
is spending that falls outside the control of the annual appropria- 
tions process. For the most part, direct spending funds permanent 
entitlement programs such as Medicare and Federal employees’ re- 
tirement. The food stamp program is specifically identified in law 
as a direct spending program. Laws providing direct spending fall 
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under the jurisdiction of the legislative committees, especially the 
House Ways and Means and Senate Finance Committees. Usually 
legislation affecting direct spending programs is acted on only if 
the committee of jurisdiction chooses to initiate those changes or is 
complying with a reconciliation instruction. 

Under the recent budget agreement, direct spending is expected 
to grow by about $300 billion from fiscal year 1998 to fiscal year 
2002, increasing from $1.6 trillion to $1.9 trillion during that pe- 
riod. This is in contrast to discretionary spending, which holds 
roughly steady at about $560 billion during this period. 

Mr. Goss. A/^at is the period again? 

Mr. Keith. Fiscal year 1998 through 2002, the standard 5-year 
interval. 

Except for a period of several years in the 1980s when defense 
spending was increased markedly, direct spending and interest 
have been the engines of growth in the Federal budget. 

In the congressional budget process, there are various mecha- 
nisms to control discretionary and direct spending. The chief en- 
forcement tool for discretionary spending is the suballocation of 
spending in the budget resolution to each of the appropriations 
subcommittees. For direct spending, as well as revenues, it is the 
reconciliation process. 

In the sequestration process, discretionary spending is controlled 
by limits on budget authority and outlays for different categories. 
Direct spending is controlled under the pay-as-you-go, or PAYGO 
process, which requires that direct spending and revenue legisla- 
tion enacted for a fiscal year not increase the deficit in the net. In 
other words, that it be deficit neutral. These procedures, which 
were first put into place in 1990, superseded the deficit targets 
originally established in the Gramm-Rudman-Hollings act. 

The PAYGO process does not address enforcement of the "base" 
of direct spending. For example, estimates of entitlement spending 
can increase during the session due to changing assumptions about 
the number of beneficiaries and no procedural consequences will 
ensue. The PAYGO process only deals with the budgetary con- 
sequences of legislative action. The reconciliation process, in con- 
trast, enables Congress to affect the direct spending base by reach- 
ing in and revising the legislation that established entitlement pro- 
grams. 

The Budget Enforcement Act, or BEA, of 1997, made a number 
of changes in both the sequestration process and the congressional 
budget process. The chief purpose of these changes is to ensure 
that the budgetary savings achieved in the two reconciliation bills 
is preserved over the next 5 years. 

First, the discretionary spending limits and PAYGO process, 
which were slated to expire at the end of fiscal year 1998, were ex- 
tended through fiscal year 2002. In the case of the PAYGO process, 
the procedures remain in effect for another several years after that, 
through fiscal year 2006, to deal with the long-term consequences 
of any revenue or direct spending legislation enacted through 2002. 

In the case of the discretionary spending limits, new categories 
were instituted. For the first two of these five years, they distin- 
guish between defense and nondefense spending. Also, for the first 
three years of this period, spending for violent crime reduction pro- 
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grams is separated out. Toward the end of the process, all discre- 
tionary spending is lumped together into one category. 

In 1990, some temporary changes in procedure were put into a 
new Title VI of the 1974 Congressional Budget Act. The BEA of 
1997 repealed Title VI. It made some of the temporary changes 
permanent and it dispersed these new permanent provisions to 
other sections of the act. Perhaps most importantly, the temporary 
requirement that the budget resolution cover a minimum of five fis- 
cal years instead of three was made permanent. So we are fixed on 
a 5-year cycle now. 

Expanding the time horizon of the budget resolution is an impor- 
tant element of enforcement because it provides an incentive for 
more deliberate restructuring of programs to save costs and a dis- 
incentive to use budget gimmicks, such as shifting costs to a later 
fiscal year not covered by the budget resolution. 

Title VI also made temporary changes in the process of making 
and enforcing allocations and suballocations of spending under a 
budget resolution. The BEA of 1997 made these temporary require- 
ments permanent and restored them back to Title III. Now that ev- 
eryone has become accustomed to calling them Section 602(b) sub- 
allocations, we have to revert back to calling them Section 302(b) 
suballocations. 

As a general matter, the commonalities of budget enforcement 
between the House and Senate are very strong. The two bodies 
reach concurrence on a budget plan each year and rely principally 
on reconciliation and spending allocation procedures to ensure com- 
pliance. However, there is also considerable divergence between the 
two bodies in enforcement procedures. 

The Senate has developed its own approach and methods of en- 
forcement in some areas. Eor example, the Senate has the so-called 
Byrd Rule, incorporated into the 1974 Budget Act as Section 313, 
to bar extraneous matter from reconciliation bills, and it also has 
a special pay-as-you-go point of order that deals with the impact 
of revenue and direct spending legislation over a 10-year time- 
frame. 

Just like other areas of legislative procedure, the fact that the 
Senate has a different way of doing things can raise important, 
even difficult, implications for the House. Although the House may 
have no comparable rule on a particular matter, it may be com- 
pelled at times to enforce a comparable approach to avoid legisla- 
tive deadlock with the Senate. 

Many observers cite the Byrd Rule as the prime example in re- 
cent years of a source of procedural friction between the two bodies. 
The House also has had to wrestle with the problem of extraneous 
matter in reconciliation bills, and the existence of the Senate’s com- 
plicated and stringent rule on the matter undoubtedly has had 
some effect on the House’s response. Over the years, the respon- 
sibility for dealing with extraneous matter in the House has fallen 
largely to the Rules Committee, which has had to craft special 
rules on reconciliation bills making in order amendments to strike 
such matter or to deal with it in some other fashion. 

The BEA of 1997 continues the pattern of diverging House and 
Senate practices. Eor example, it incorporates into the 1974 act two 
Senate procedures, established previously in budget resolutions. 
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sanctioning the use of so-called reserve funds and providing for a 
point of order against a budget resolution or spending legislation 
that violates the discretionary spending limits. 

Let’s focus now on the role of the Rules Committee in enforce- 
ment. 

The Rules Committee plays a pivotal role in the operation of 
budget enforcement procedure in the House. It does so chiefly in 
two ways. First, as mentioned previously, it crafts special rules pro- 
viding for the consideration of budgetary measures. Second, as a 
matter of original jurisdiction, it shares responsibility with the 
Budget Committee (and the Government Reform and Oversight 
Committee) for oversight and reform of the congressional budget 
process. We will discuss this in more detail in a moment. 

The House Budget Committee, of course, also has a key role in 
terms of budget enforcement, and it is important to distinguish its 
role from that of the Rules Committee. The Budget Committee’s 
principal role is to enforce substantive budget policies as reflected 
in the budget resolution. To a considerable degree, this means that 
the Budget Committee is the guardian of the numbers. Undoubt- 
edly, the Budget Committee’s concerns go far beyond merely enforc- 
ing the numbers, but this is a fundamental aspect of its role. 

In order to carry out this role, the Budget Committee necessarily 
has a close relationship with the Congressional Budget Office 
(CBO) — probably a closer relationship than any other House com- 
mittee. Two of CBO’s main functions, preparing cost estimates on 
legislation and scorekeeping reports, are vital to enforcing budget 
numbers. 

Additionally, the Budget Committee must have close ties with 
each committee that reports budgetary legislation. Three-way con- 
sulting — between the Budget Committee, CBO, and the other com- 
mittees — allows potential violations of substantive budget policies 
to be identified and, in many cases, to be corrected before legisla- 
tion is reported. Part of the Budget Committee’s role in this regard 
sometimes is to educate committees as to particular procedural re- 
quirements and how potential violations may be rectified. How the 
Budget Committee performs its role, therefore, can have a consider- 
able impact on the nature and extent of the enforcement problems 
faced by the Rules Committee. 

Finally, the Budget Committee must consult closely with the 
Rules Committee regarding its position on enforcement problems 
associated with reported legislation and possible amendments. 
Thus, the Budget Committee serves as an advisor to the Rules 
Committee, exercising most of its enforcement duties in sequence 
before the Rules Committee becomes engaged. During floor action 
on measures, however, the Budget Committee supplies the Chair 
with any budget estimates that are needed to determine whether 
legislation violates the Budget Act. 

While the Budget Committee is the guardian of the numbers, the 
Rules Committee’s role on budget enforcement is different. In 
crafting a special rule, the committee shapes the legislative options 
by recommending which, if any, points of order should be waived 
against the consideration of a measure, amendments to it, or a con- 
ference report on it. Enormous procedural and political complex- 
ities may lie under the surface of these seemingly simple choices. 
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Some waivers may involve substantive enforcement, allowing the 
House to consider proposals that deviate materially from the budg- 
et plan and otherwise could not be considered. Other waivers may 
involve only technical matters, where substantive enforcement is 
not an issue. Waivers may be needed to counteract undue rigidity 
in the rules, to deal with unforeseen situations, or to resolve the 
unintended consequences of the rules. 

While the Budget Committee carries out its enforcement activi- 
ties primarily with the intent of preserving the budget levels and 
the major policy assumptions embedded in the resolution, the Rules 
Committee must address other concerns as well. These may include 
the impact of enforcement decisions on legislative operations and 
the flow of legislation; ensuring fair representation in the political 
process to divergent views; promoting a reasonable balance be- 
tween budget control and other contending values; moderating ju- 
risdictional conflicts between committees; and preserving the pre- 
rogatives of the House. 

The two committees also influence enforcement activities by pur- 
suing changes in the congressional budget process, as evidenced 
most recently by the BEA of 1997. While both committees have 
been involved in the budget process changes made over the years 
by rulemaking and other provisions in statute, they pursue other 
routes of reform as well. The Budget Committee may take advan- 
tage of the so-called elastic clause in Section 301 of the Budget Act 
to modify budget resolution content and associated procedures. The 
Rules Committee sometimes makes changes in House budget proce- 
dures in the rules package adopted at the beginning of each Con- 
gress. Section 301(d) of the Budget Act triggers a sequential refer- 
ral to the Rules Committee if any changes recommended in the res- 
olution by the Budget Committee would have the effect of changing 
House rules. 

What are the recent trends in budget enforcement in the House? 
This is a very difficult question to answer. Certainly the overall 
budgetary picture, especially with regard to the deficit, is brighter 
now than it has been in decades. It seems reasonable to give Wdg- 
et enforcement procedures a share of the credit, along with favor- 
able economic developments and other factors. Congress displays a 
certain satisfaction with current enforcement procedures, having 
just extended them for another 5 years in the BEA of 1997. 

Yet, concerns about budget enforcement remain in the forefront. 
Members seem to be especially bothered by continuing difficulties 
in controlling the base of direct spending. The solution for this 
problem apparently is not readily at hand in view of the recent re- 
jection by the House of legislation to establish entitlement caps. 

An important factor that stymies any evaluation of budget en- 
forcement procedures is that principally they present a deterrent 
effect, and deterrence is a hard thing to quantify. How many poten- 
tial violations of the budget were not attempted because of the ex- 
istence of effective procedures? 

One observation that can be made with certainty is that change 
in budget enforcement procedures is a perennial feature of the leg- 
islative process. Some of this drive for change is born of failure; for 
example the deficit targets did not work in the late 1980s, so new 
forms of control took their place. 
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Recent changes, over the past decade or so, reflect new ap- 
proaches to enforcement, and I will briefly finish by commenting on 
three. 

First, the House and Senate have placed a greater reliance on 
the President and automatic mechanisms. The establishment of the 
sequestration process and the recent line-item veto procedures give 
evidence to this trend. It suggests a growing doubt on the part of 
Congress in its ability to police its own actions. 

Second, the House and Senate have increased the scope and 
number of congressional rules. This second trend seemingly con- 
tradicts the first. As the House and Senate have chosen to shift 
more authority to the executive or to formulaic approaches, it si- 
multaneously has chosen to strengthen and enlarge its own en- 
forcement efforts. The supermajority requirement for votes on tax 
rate increases and new procedures for controlling unfunded man- 
dates testify to this trend. 

Third, and finally, the House and Senate have taken actions to 
streamline and simplify many aspects of budget enforcement. This 
third trend is a natural reaction to the second. As enforcement 
rules proliferate in scope and number, unwanted complexity and 
workload grows too. 

In 1990, Congress established discretionary spending limits, but 
made them adjustable for a number of factors so that a sequester, 
or a threat of one, would not arise unnecessarily. The House and 
the Senate have applied this type of streamlining to its own rules 
too. For example, the BEA of 1997 adds Section 314 to the 1974 
Budget Act to adjust the appropriate budget resolution levels for 
certain legislation when similar adjustments are made in the dis- 
cretionary spending limits. These adjustments would pertain to 
such things as emergency legislation, continuing disability reviews, 
the IMF, and international arrearages. There is a small category 
of them. By determining in advance the set conditions under which 
particular budgetary constraints will be allowed to flex, the House 
and Senate sidestep the need to deal with these enforcement issues 
later on. 

In this regard, one of the changes made by the BEA of 1997 is 
particularly important for the activities of the Rules Committee. It 
adds a new Section 315 to the 1974 Budget Act, making it unneces- 
sary to waive the act when the source of the violation in the re- 
ported bill is removed under the terms of a special rule — an exam- 
ple, if you will, of demand management. 

Jim Saturno will now address particular points of order under 
the 1974 Budget Act. 

Mr. Goss. Thank you very much, Mr. Keith, for what is a good 
presentation of the landscape and some of the more prominent fea- 
tures in it. 

Anybody who wants questions at any time, that is sort of the 
general wrap-up, and now I think we are going to get a little more 
specific, if I am not mistaken. Anybody who has a question to ask 
at any time, please do. 

Mr. Goss. Go ahead Mr. Saturno. 
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STATEMENT OF JAMES SATURNO, CONGRESSIONAL 
RESEARCH SERVICE 

Mr. Saturno. Before we move on to really talking about the spe- 
cific points of order, one of the things that I wanted to address was 
the volume of points of order, because the number of points of 
order, the number of prohibitions that appear in the Budget Act, 
have been one of the things that contribute to the idea that the 
budget process is overly complex and difficult to understand. And 
when you look at, I believe, one of the handouts, that seems to be 
born out. There are, in fact, a lot of points of order that are estab- 
lished by the Budget Act. 

Mr. Goss. That is Pages five and six? 

Mr. Saturno. Yes, I believe so. Let me note that there is a lot 
of double counting among the various categories I have used be- 
cause some of the points of order that apply to discretionary spend- 
ing also apply to mandatory spending, some of the points of order 
that are directed at the issue of timing of legislation are also count- 
ed under discretionary or mandatory spending, and so forth. But no 
matter how you count them, there are a lot of provisions in the 
Budget Act that at least potentially give rise to points of order. 

One way to sort of get a handle on the process is to look at which 
provisions are, in fact, applicable in the House, and in that cir- 
cumstance, the number of potential points of order drops dramati- 
cally. In particular, points of order concerning the budget resolu- 
tion drop from about seven to only one. The rest of these points of 
order apply to the Senate, and were created to address problems 
that could arise because of the way the Senate considers the budget 
resolution versus the way the House considers the budget resolu- 
tion. 

When the House considers amendments to the budget resolution, 
they typically consider complete substitutes, so problems like mak- 
ing sure there is one set of economic assumptions or making sure 
that the numbers in the budget resolution remain consistent at the 
end do not raise difficulties; whereas individual amendments to in- 
dividual portions of the budget resolution on the Senate side do at 
least potentially give rise to those problems. 

So the number of points of order that actually apply in the House 
is substantially smaller than the total number of points of order, 
and I will try to confine my remarks to these. 

It should be noted, however, that points of order do not represent 
the only requirements established by the Budget Act. There are 
other requirements that are not typically considered to be points of 
order, such as the prohibition in section 305, against motions to re- 
commit on the budget resolution, or section 308, which requires 
cost estimates when available. 

So points of order do not tell the entire part of the budget proc- 
ess, but the process does become understandable when looking at 
the points of order and the specific sets of requirements that they 
establish. 

Which points of order are the ones most frequently waived is 
also, in part, a look at what the most difficult parts of the Budget 
Act to comply with are. Section 302(f) applies to legislation or 
amendments which would cause allocations to be exceeded. It has, 
over the course of a long number of years, been the primary point 
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of order that has been the subject of waivers, frequently for author- 
izing legislation that includes some direct spending provisions. 

In the last Congress, section 308, which concerned the number 
of reports issued to include cost estimates was waived a number of 
times. As I mentioned earlier, that previously wasn’t typically con- 
sidered to be a point of order, and so I am not sure whether there 
is any sort of strong basis of comparison for the increased use of 
that waiver in the last Congress. Not counting blanket waivers, 
there has rarely been more than two or three waivers of any single 
point of order in the past several Congresses. 

Deadlines and other requirements also exist in the Budget Act, 
but these are also not typically subject to points of order. April 
15th, as the deadline for completion of action on the budget resolu- 
tion, is rarely achieved, but there is no sanction against this, no 
point of order that can be applied or that needs to be waived. Like- 
wise, the target dates and deadlines that are included in section 
300 of the Budget Act that apply to the appropriations process re- 
flect the pace of, and practice of, the appropriations process in the 
House and do not readily admit to having any sort of point of order 
applied. 

I should also mention one change that was made this year re- 
garding how points of order apply in the House. As now provided 
in Section 315 of the Budget Act, for cases in which a measure is 
considered pursuant to a special rule, a point of order which would 
ordinarily lie against a bill "as reported" would instead apply to a 
substitute made in order by the rule. In this way no point of order 
would apply, and no waiver would be necessary, if the substitute 
resolved the problem. So with that said, I would like to look at the 
points of order related to discretionary spending. 

Section 302(c) and section 303(a) and section 309 are three provi- 
sions which deal with the timing of legislation. In particular, 302(c) 
prohibits the consideration of measures within the jurisdiction of 
the Appropriations Committee until they have made the suballoca- 
tions that are required under 302(b). 

Similarly, 303(a) prohibits the consideration of legislation which 
provides new budget authority, as well as changes in revenues or 
changes in the public debt until the budget resolution for a fiscal 
year has been agreed to. 

In both of those cases, the rule is put into place specifically to 
require that a plan be adopted before the individual pieces be al- 
lowed to proceed through the legislative process; that Congress be 
allowed to see how the pieces should fit together before they are 
required to look at any of the pieces separately. 

Section 309, the other provision dealing with timing, prohibits 
the House from considering an adjournment resolution of more 
than 3 calendar days during the month of July until the House has 
approved all regular appropriations bills for the upcoming fiscal 
year. In that case, it is intended at least to act as an enforcement 
for the typical calendar that the House appropriations process oper- 
ates under. That is, for the House to finish appropriations before 
the August recess. 

It has rarely been waived because the House typically does not 
attempt to take a long recess in July, and so it is a point of order 
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that has not come into play very much since its inception as a part 
of the Budget Act. 

More important for the purposes of understanding how the ap- 
propriations process and the Congressional Budget Act work to- 
gether is to look at the allocation system under 302(a) and 302(b). 
302(a) reflects the amounts of money that is allocated to each com- 
mittee for any spending within their jurisdiction, including the Ap- 
propriations Committee; 302(b) reflects the suballocations that es- 
sentially tell you how much money has been allocated by the Ap- 
propriations Committee to each of the thirteen general appropria- 
tions bills. 

Both the suballocation and the total committee allocation are en- 
forced through section 302(f). 

In past practice, the suballocation ceiling served as a bar against 
a significant number of amendments to appropriations bills when 
they were considered on the House floor. The Appropriations Com- 
mittee typically reports legislation which includes budget authority 
up to the amount which has been allocated to that subcommittee 
for that particular spending bill. This is certainly not an unex- 
pected, or necessarily an undesirable, action by the Appropriations 
Committee. However, points of order under 302(f) would prevent 
consideration of any amendments to appropriations bills which 
would cause, even temporarily, the allocation to that bill to be 
breached. Therefore, any amendment which would add money 
could only be offered after an amendment, and separate from, an 
amendment which would reduce money. 

As I said, this was a significant bar to amendments, which would 
add money to appropriations bills. In the last Congress, however, 
a new provision was added to rule XXI, clause (2)(f), which pro- 
vides what is essentially an exception for the application of 302(f). 
This new rule effectively allows for the amendment process on the 
floor of the House to skirt a lot of problems which could be caused 
by 302(f). That is. Members are allowed to offer amendments en 
bloc which are deficit neutral. Therefore when two or more amend- 
ments taken together do not add any additional budget authority 
to an appropriations bill, they can be voted on as though they were 
a single amendment. 

These amendments are in order to be offered when the first ef- 
fected provision in the bill comes up, whether that is a provision 
that cuts money or whether that is a provision that adds money. 
And further, these en bloc amendments are not subject to a de- 
mand for division on the floor. That way, the House can not find 
itself in a situation where it is voting on adding money when it in- 
tended to simply make deficit neutral changes in the priorities 
within the spending bill. This is a significant change in the way in 
which the House does business, and in part reflects the desire to 
have Members outside of the committee have influence on the 
structure of appropriations bills, and have influence on the individ- 
ual provisions in the appropriations bill. 

And it certainly seems to have had that effect as shown by the 
number of amendments to appropriations bills that were consid- 
ered during the 104th Congress. 

Another requirement established by the Budget Act is that con- 
sideration of legislation that would cause budget authority or out- 
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lays to exceed the total level set forth in the budget resolution is 
not allowed. In the House, however, section 311(a) allows the meas- 
ure to be considered as long as it the would not cause the commit- 
tee’s allocation to be exceeded. Under the exception, the so-called 
Fazio exception, there is no sanction, the total amount of budget 
authority being exceeded. 

Now, in most circumstances, you would expect that as long as 
pieces remain within their preestablished limits, that the total 
would not be exceeded, but because of the way spending is struc- 
tured, that is not always the case. For example, if the projected 
cost of entitlement spending in the jurisdiction of a single commit- 
tee increased above their allocation, every other committee would 
face a potential point of order against spending legislation in their 
jurisdiction. Therefore, the House has decided that as long as com- 
mittees remain true to the requirements placed upon them individ- 
ually, that they do not, individually, remain responsible for the 
total level of spending. 

Mr. Goss. The sins of one committee cannot entirely be transmit- 
ted to another committee; only partially? 

Mr. Saturno. That is right. In fact, one of the issues which my 
colleagues may address more fully is that there are scorekeeping 
conventions that exist outside of the explicit text of the Budget Act 
that make committees less responsible for the actions of other com- 
mittees. For example, one scorekeeping convention provides that 
increases in mandatory spending included in an appropriations bill 
is counted against the Appropriations Committee’s allocation, not 
the allocation of the committee with jurisdiction over the program. 

So, points of order against appropriations bills are directed to- 
wards one of two things: making them fit into the calendar, that 
is making sure appropriations bills fit into the plan and come after 
the plan; and, more importantly, making them fit in within their 
allocations so that the budgetary outcomes that are agreed to in 
the budget resolution are achieved. 

And now my colleague from GAO will talk about how points of 
order apply to mandatory spending. 

Mr. Goss. Hold on just for a second. Apparently, I am advised 
that the 20th century does exist in this committee and we could get 
equipment that could work. Do you want to plug it in? 

Ms. Irving. It is certainly up to you. 

Mr. Goss. I am comfortable this way, but if you feel hampered 
we could pause. 

Ms. Irving. I would have liked it better the other way from the 
beginning. 

Mr. Goss. Do we have anybody on staff who feels strongly about 
it? Then we will just go on. I have been able to follow it well so 
far. 

STATEMENT OF SUE IRVING, GENERAL ACCOUNTING OFFICE 

Ms. Irving.I need to make one correction on my hard copy 
"slide." The first budget section should say 303(a) not 303(c). 

Usually we in GAO are here talking more about broader process 
issues than the rules, but we are pleased to be asked to join the 
people who live with you in a nitty-gritty, day-to-day world. 
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As Bob Keith said, the side of the budget that is euphemistically 
referred to as "mandatories" or archaically referred to as "direct 
spending" has tended to drive the substantive results. That often 
leads to people complaining that the process does not work. As I 
have testified before, it is not that the process does not work; it is 
that its reach was limited. 

As Jim pointed out when he discussed the discretionary arena, 
fundamentally the rules fall into a couple of categories. There are 
rules that have to do with timing; these are the rules that seek to 
require starting with an overall plan, and then moving to the spe- 
cific bills. That is what 303(a) does. 

There is, as you know, what used to be called the after-May- 
15th-everybody-is-home-free-rule exception. But fundamentally, the 
idea is that Congress reaches agreement on the plan and then 
moves to the specific bills. 

There remains a prohibition on adjournment in July until you 
have completed reconciliation, but since any budget resolution con- 
taining reconciliation instructions usually specifies a date, that 
usually supersedes the rule. So this rule is more a default-option 
rule. 

Then, and I have listed these on Page 14, there are a set of rules 
that seek to enforce the agreed upon plan. These rules say do not 
erode the fiscal plan. If you have changed your mind on the plan, 
then change it explicitly. So analogous to the requirement in 302(f) 
that the allocations on the appropriations side be recognized, there 
is a similar one on the mandatory side, which is, excuse me, you 
had a deal here, stick to it. 

There is an important exception for PAYGO, which says if you 
would be neutral overall you are okay. The basics of the PAYGO 
rule are if you want to change the allocation a little, it is o.k. as 
long as you are deficit neutral. 

Section 310 requires amendments to reconciliation to be deficit- 
neutral. You can come to the floor with an amendment that says, 
"I would rather increase this more than that," or "I would rather 
cut this tax more than that tax," but you cannot come to the floor 
with an amendment that merely makes the result worse — even if 
on its own it would be a wonderful idea. 

Section 311 says you need to stick to the targets in reconciliation 
for taxes and spending. In the House, the PAYGO rule, the deficit- 
neutral rule, applies for one and for five years. Here, however is 
a case where, as Bob mentioned, the other body’s rules are some- 
thing that you need to pay attention to because the Senate has a 
second five year window. 

Those of you who remember the fight over the GATT, will re- 
member that in this House it was resolved about year one and the 
first five years and then suddenly there was this little tiny amount 
of money hanging out there in the second five years. The ratio of 
effort to try to find that much money may have outweighed the im- 
pact of it, but implementing legislation on GATT couldn’t have 
gone through the Senate without it. 

Section 401 is almost a remnant. It was an attempt to limit what 
in the old days we used to call back-door spending. But BEA really 
has superseded it. It is a section that everyone has a hard time 
writing and rewriting and everyone has a hard time interpreting. 
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But if you think about it, credit reform meant that anyone creating 
or expanding a loan program, has to ask for budget authority for 
the subsidy amount. So that back door spending is covered. And 
anything that is going to show up as mandatory is going to get 
scored on a PAYGO scorecard. So the fact that 401 is almost incom- 
prehensible for people is not practically important. It may clutter 
up the rules but it doesn’t seem to affect your life very much. 

There are a group of rules focusing on Social Security: do not 
back into Social Security reconciliation, and furthermore, even on 
its own, you cannot change the 75-year solvency. 

The House has a rule against considering legislation which 
would provide for a net increase in Social Security benefits or de- 
crease in taxes in excess of 0.02 percent of the present value of fu- 
ture taxable payroll. 

Basically, the rule is if you wish to deal with Social Security, ei- 
ther have a separate Social Security bill or be sure there are rec- 
onciliation instructions specifically for it. Social Security has its 
own set of rules and it cannot be used to solve some other problem. 

Finally on the tax side of the ledger, in rule XXI, the House has 
added a number of specific rules pertaining to the consideration of 
tax legislation. One protects the jurisdiction of the Ways and 
Means Committee, one says you need a three-fifths vote for a rate 
increase, and one prohibits retroactive increases, so you would need 
a waiver for any of those. 

For the most part, rules dealing with the PAYGO side in their 
own way become something the committees with jurisdiction are 
very aware of, and they consult constantly with CBO to avoid a 
point of order problem. They do not always succeed and some of 
them will come to you. 

So to summarize, there are several broad categories of rules. One 
is get your plan in place before you do the details. That applies to 
both appropriations and PAYGO. Second is once you get the plan 
in place, try and make all of the provisions that come in match 
that plan, stick to your allocations, and don’t run in here with 
amendments to reconciliation that unravel the bottom line. And 
third, if you want to change anything in Social Security, think 
about how you structure it and where you bring it in because it is 
not the same kind of amendment. Finally, there are separate tax 
rules about free standing tax legislation. 

Mr. Goss. This may not be a place to inteiject. Thank you very 
much. The Kerry Commission came up with an interesting report. 
I presume you all have looked at it. The thing that is most memo- 
rable to take away from that for me is that we are on 
unsustainable trend lines. You mentioned Social Security. That is 
separate, but some of the other entitlement programs are not. 

Ms. Irving. Yes. 

Mr. Goss. One of the things that we have got to figure out how 
to do, and one of the problems that this committee is going to be 
faced with, is how to deal with the inevitability of that. It is sort 
of like death. It is inevitable and so we have got to deal with it. 

The next question that comes to my mind is that we all agree 
we should have a plan, and we all agree that we should more or 
less stick to it, but if we are going to make changes and have the 
deliberative will of the body work its way and whatever the con- 
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sequences are, in an open and forthright manner in the sunshine 
in response to our constituency and several other democratic guide- 
lines we all follow very meticulously, the question of how you do 
that is elusive. 

Ms. Irving. I will go back to what I said at the beginning. 

Mr. Goss. The question is not elusive; the answer is — 

Ms. Irving. I thought that is what you meant. There is too easy 
tendency to say the process failed to control mandatory spending. 
The process only tried to control additions and it succeeded very 
well in that. But it never tried, as Bob mentioned, to go to the 
base. 

We, too, have done a lot of projections, and looking forward, it 
is clear that the balanced budget agreement improved the situa- 
tion. It delayed disaster further, but it did not eliminate the prob- 
lem. 

There are really, it seems to me, a couple of ways that you have 
to think about this. The problem with some mandatory caps pro- 
posals is that applying a flat cap is like trying to change the fun- 
damental nature of the program without changing the design of the 
program. Either someone is magically going to stop all of us from 
aging or Social Security costs are going to go up. Just saying, "you 
cannot spend more than X" does not get you there. 

To impose a rigid cap you have to do one of two things. Either 
you tell the executive branch to do what used to be the rule in food 
stamps: when the cap is hit, stop paying benefits. It did not happen 
then and it is not likely to happen with other programs. Or dele- 
gate to the Social Security Administration for example the task of 
reducing everybody’s benefits so the total comes in under the cap. 
Not a very plausible argument, it seems to me, for an elected body. 

One other approach that we and former CBO Director 
Reischauer have worked on, would be to tighten up the targeting. 
Reconciliation instructions could direct the committee of jurisdic- 
tion to come up with plans that will make a program ten percent 
less than projected next year — I am making up the numbers — and 
five percent less in the year after that. Then add a look-back provi- 
sion. Congress would specify the design of the look-back. Would it 
be that next year cuts have to be greater or to cut the COLAs? Of 
course, in a way Social Security is the easy one because it is demo- 
graphics and dollars. It is not as hard as figuring out the dynamics 
of health care. 

Eundamentally, there are several questions in the budget process 
confronting us. One is whether we can continue along the path of 
caps on discretionary spending that in real terms are very tight 
without a debate over the role of government. These caps make 
across-the-board cuts problematic. The second big question is what 
in fact is going to be the design of programs for the elderly. 

Mr. Goss. Well, you have touched on really the big problem. And 
we are not going to solve it today. One of the reasons we are going 
through this drill is so that we understand what the tools are to 
begin to shape some solutions for that. But you already saw in the 
Senate and a little bit in the House this year that provisions like 
slipping the dates on Social Security and slipping the copays or 
premium adjustments and means testing or something, those are 
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the things that the committees of jurisdiction can do to meet their 
number. 

But the question is, A, is that good policy and the right thing to 
do and/or are we being driven by numbers? Is the world in the 
United States about whether we are going to make our budget tar- 
gets or is the world in the United States that government is going 
to do these things because they are favorable and this is what we 
are going to do. That is the game that we get into. 

Ms. Irving. For these programs you cannot use the 5-year budg- 
et window. 

Mr. Goss. Jim, let’s not mess up the order. I almost did that. My 
fault. 

Ms. Irving. I like to talk about these things. 

STATEMENT OF JIM HORNEY, CONGRESSIONAL BUDGET 

OFFICE 

Mr. Horney. I was amused when I saw the heading of my part 
of the talk, which was the application of budget enforcement to real 
life. I think there are a lot of people who think there is nothing 
about the budget process that has anything to do with real life. 

But what we did want to talk about is how the budget, points 
of order which Jim and Bob have talked about, do in fact affect the 
day-to-day legislative process. And one of the really important 
things to realize is that you cannot judge the effect of the Budget 
Act enforcement mechanism simply by seeing the number of times 
there have been waivers of points of order, or points of order have 
been made on the floor or even the number of times that the bill 
has come to the Rules Committee that has a budget problem and 
the Rules Committee has somehow solved that problem. 

What is absolutely clear is that proponents of legislation believe 
that if they have a Budget Act problem in their legislation, that 
makes it less likely that legislation will be enacted. There are ex- 
ceptions to that. There are bills that, for whatever reason, every- 
body knows are going to go through. For the vast majority of legis- 
lation, the proponents of that legislation are convinced that they 
better get rid of the Budget Act problems or they are going to have 
a hard time. That means they start from the very beginning, before 
legislation is even introduced. Members who are thinking about 
legislation, and staff who are working for them, start calling the 
Congressional Budget Office and start calling the Budget Commit- 
tee to talk about what they are planning to do, and to talk about 
ways to avoid budget problems. 

Now, as the other people pointed out, there are a whole lot of 
points of order, but a number of them have to do with timing and 
with some very specific things, and because CBO doesn’t deal with 
those sorts of issues very much, what we see is really concentrated 
on: Are we going to get into trouble for violating the 302 alloca- 
tions? Meaning, the committee that I am on, the committee this bill 
has got to go through has an allocation. Now I want to know 
whether this bill is going to exceed that. Or alternatively, if it is 
a revenue measure, will it cause a problem under the section 311 
floor. So that is what we primarily are dealing with. 

Those points of order apply equally to appropriation bills — al- 
though usually appropriations don’t have revenue effects, but some- 
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times they do and 311 applies — and to authorizing bills, but the 
kinds of concerns are different so I will split it up and start with 
appropriations bills. 

Appropriations bills in a sense are less complicated in terms of 
potential Budget Act problems. Again, the question primarily is, 
are we going to be over our 302 allocation? Or is an amendment 
offered in the subcommittee or on the floor going to cause us to ex- 
ceed that authorization? Normally it is relatively easy to judge 
that. 

An appropriation bill in large part is a list of numbers. It says 
we appropriate $100 million for this purpose, we appropriate a bil- 
lion for this purpose, and for the most part as far as the restriction 
on budget authority — the allocation of budget authority — ^you go 
through and look at all these appropriations and you add them up 
and decide when you add them up does the total exceed the alloca- 
tion. 

Outlays are a little more complicated, although in the House 
technically there is no point of order against exceeding your outlay 
allocation. Everybody wants to stay within the outlay allocation be- 
cause they realize they will have a problem on the floor if they do 
not. The reality is everybody tries to make sure they stay within. 

The outlays are a little more complicated. Unlike the budget au- 
thority that is actually provided by the Appropriations bill, outlays 
have to be estimated. If the appropriators appropriate $100 million 
for the program, the question becomes in the fiscal year coming up, 
fiscal year 1998, how much of that $100 million will turn into out- 
lays in the first year? 

For the most part the committee doesn’t have a huge problem 
with that because when CBO produces a baseline at the beginning 
of the year for all existing programs, we say, here was the budget 
authority that was appropriated last year and we then project that 
into the future. We also say, what we think the spend-out rate is. 
If you appropriate $100 million in this year how much of that new 
budget authority do we think will spend out? 

The Appropriations Committee staff knows all of those spend out 
rates when they are putting together bills, and when they are ad- 
vising Members, they tell them. They say, well, if you want to add 
an amendment of $10 million, it has a 50 percent spend-out rate; 
that will add $5 million to outlays. That is something you have to 
keep up with. Appropriations staff are experienced with this and 
usually the Members and everybody understand what the effects of 
the legislation would be. And they work closely with us if there are 
any questions. 

The problems on appropriation bills for the most part arise when 
there are last-minute amendments in the committee, on the floor, 
or in conference. Again, if they are straightforward — here is an ad- 
ditional amount of budget authority — for the most part there is not 
going to be a huge problem figuring out the outlays, unless it is 
money for a new program. Then it may take some time to figure 
it out. 

But there are a number of things that you could be doing that 
are more problematic and harder for the proponents to understand 
what the effect of this proposal would be. One of them is rescis- 
sions. We often get in a regular appropriation bill a rescission of 
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existing funds to use as an offset against some additional spending. 
There may be monies out there, 1^100 million, and they say, let’s 
rescind that existing appropriation we did last year — I don’t think 
we need it now, let’s rescind that, and I will replace it with $100 
million. Ordinarily that is a net zero. You got rid of $100 million 
and you add $100 million. 

Sometimes there is a problem. Sometimes there may have been 
100 million of money appropriated last year that has not yet been 
obligated at the time the President’s budget comes out, so some- 
body looks at the budget and sees there is 100 million there. Well, 
between that time and, say, March or April or May when the ap- 
propriations bill is coming through, some of it may have been obli- 
gated. If it is obligated you cannot rescind it. Sometimes people try 
to rescind stuff — ^we see the amendment and we see that money 
has now been obligated and you cannot touch it. 

Even more often we run into the case where there is, in fact, 
money that has been unobligated but you don’t get outlay savings 
from it. 

One good example of that that somebody tried earlier this year 
was to rescind $6 million the Congress and the President appro- 
priated in 1997 the cost of a Presidential transition. Well, that 
money, obviously, was never obligated. Earlier this year somebody 
came along and said, I want to rescind that $6 million. They get 
credit for $6 million in budget authority. It hasn’t been obligated, 
but we said, wait a minute, we don’t think this money is going to 
be spent. There is no Presidential transition. We said the money 
is not going to be spent, and even though last year we said there 
would be $6 million in outlays with this, because if there has been 
a transition it would be spent, we said, you don’t get any savings. 
Again, that is the kind of thing that can add complication, making 
this not a straightforward calculating process of adding up the 
numbers. 

A second kind of amendment that can be a problem is instead 
of providing a specific sum of money, a bill may say, provide such 
sums as may be necessary to carry out the program. In that case, 
you have to go and say, how much do you think it will cost to do 
this? And that takes some time. And again that can cause problems 
when this amendment comes up at the last minute. 

Another problem which we just ran into recently, and this one 
I have to be careful to change the names or obscure the names to 
protect the guilty, it actually did get fixed but they might be em- 
barrassed if you knew about it. 

An appropriation bill was in conference. They sent us all the 
stuff on the bill. We added it up and everything looked fine on the 
bill. A couple of days later we actually saw an amendment that 
they were going to include that had never been sent to us. It had 
never been sent to us because the staff assumed that it had no 
budgetary effect because the amendment was intended to deal with 
a potential legal problem about signing some long-term procure- 
ment contracts. It was absolutely clear that the intent of this 
amendment was simply to make sure that there was no legal bar 
to using the funds appropriated in the bill to sign these long-term 
contracts. 
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However, the way the amendment was written, it said, the Sec- 
retary may enter into contracts to do the following. We looked at 
that and said, that language by itself allows the Secretary to enter 
into contracts. That is obligating the United States’ money. That is 
a cost. You may not have meant it but you just added a couple of 
billion dollars to this bill. And they were very unhappy about that. 
Luckily, they had not filed the conference report, and in fact they 
went back and added very simple language that said the Secretary 
may enter into these contracts subject to the availability of appro- 
priations provided in this bill. That affected how you can spend the 
money in the bill, not all of a sudden you have an extra $2 billion. 

It was a perfect example of where very reasonably the staff 
thought they were just covering a legal technicality. They didn’t re- 
alize what they had said had a very different effect. Luckily, they 
did give this to us before they filed the conference report and before 
it came to the floor. That is an example of the kinds of things that 
we do run into all the time and an example of how things get fixed. 
They clearly didn’t want to go $2 billion over their allocation. There 
are also amendments that are done in appropriation bills that af- 
fect mandatory programs over and above the appropriation of man- 
datory appropriations for appropriated entitlements. That doesn’t 
have any direct budgetary effect, but there will actually be a 
change in the law that affects the mandatory program. Those can 
raise all sorts of problems because they can be tricky to estimate. 
And again, sometimes people think this is not going to have an ef- 
fect, but it does. And as I say, it can be very complicated. We get 
an amendment, they are getting ready to file the conference report 
that day. Sometimes it takes us several days to get the information 
from the administration, from other people, that we need in order 
to do the estimate. 

An example of one issue that has come up several times this 
year, at least once in the context of an appropriation bill, although 
it has also been in this authorizing bills, is an effort to save money 
by limiting mandatory administrative expenses that are paid to the 
States for administering the food stamp program. It seems easy be- 
cause you just say reduce the amount that goes to the States by 
X dollars. 

The problem in this area is that we pay mandatory administra- 
tive expenses to the States for food stamps, for Medicaid, for the 
new temporary assistance to needy families block grants and for 
some other mandatory benefit programs, and essentially the States 
have a lot of flexibility to decide for any individual which pot of 
money that comes out of And so it is absolutely clear that if you 
restrict the food stamp money, at least some of that is going to pop 
up over in the Medicaid costs; that the Federal Medicaid costs will 
go up because we have limited the food stamp costs. And it is not 
a simple matter trying to figure out how much of that will pop up. 
It is not one for one. 

And so these things come in, and the Members say, I have this 
amendment; it saves $100 million. And we say, no, it doesn’t save 
100 million, it may save 25, because 75 of it is going to show up 
over here the way you have done it. 

Those are the kinds of complications that can appear in appro- 
priations bills and delay getting the information, which, of course. 



22 


makes everybody unhappy. They are trying to get the bill done and 
get to the floor on a schedule, but if they want to know what the 
cost of it is, they have to wait, and we need to give it to them. 

There also can be problems in appropriation bills when they do 
things that affect revenues. Every once in a while there is some- 
thing that affects tax rates or something, but that is extremely rare 
on appropriations. What is not terribly rare is that they do some- 
thing that affects user fees. Some user fees, in fact, show up on the 
spending side of the budget as offsetting receipts or offsetting col- 
lections. That is fine. If they do something that changes those, they 
get credit for savings or for additional spending, which shows up 
on outlays, and that does, in fact, trade off against their discre- 
tionary appropriations under the current scorekeeping rules and 
the laws. 

However, there are some user fees, for instance Securities Ex- 
change Commission fees, some of which are offsetting receipts, but 
some of which are classified as revenues. If you change the law 
about those fees, that shows up as either an increase or decrease 
in revenues. 

Well, generally you can not trade them off against spending. You 
certainly can’t for the discretionary caps for the Budget Act en- 
forcement. There is a limit on discretionary spending. And while 
the appropriators do get credit for changes they make in manda- 
tory programs, that is one scorekeeping rule, they do not get credit 
for changes in revenues against the discretionary caps. Under some 
circumstances under the Budget Act they can, but in general it is 
very difficult. 

So again, if they are trying to increase fees to pay for additional 
discretionary spending, and those fees are revenues, you can run 
into problems. They can be sailing along and say, we are going to 
raise the fees, and that allows us to do the extra spending, and all 
of a sudden you have a problem. That is hard to work out because 
you cannot automatically change this. Those are the kinds of issues 
that come up in the context of consideration of appropriation bills. 

On the authorizing bills, the kinds of things that come up, and 
how they get dealt with, depends in large part on whether it is a 
bill that was intended to have a budgetary effect or one that 
wasn’t. The great majority of authorizing bills are not intended to 
have any direct budgetary effect. They may deal with things that 
just don’t affect the budget at all. They may be naming a post of- 
fice, they may be dealing with sentencing guidelines in Federal 
courts; a whole range of things that Congress does that, in fact, 
have no direct effect on the budget. 

They may appear to be bills that do have a lot to do about 
money, a regular authorizing bill, a bill that authorizes the Depart- 
ment of Education. But, in fact, that bill may contain nothing but 
authorization of appropriations. Well, that is budgetary, but it does 
not get counted as having a direct effect on the budget because all 
that bill is doing is telling the appropriators that they are author- 
ized to do a future appropriation. The scoring of that spending 
shows up when the appropriators actually provide the money. So 
for most authorizing bills, most bills that CBO estimates, there is 
no budgetary effect. That is exactly what was intended. 
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Now what happens, of course, is that in many of those bills 
where there is not intended to be effect, something ends up in 
there that does have a budgetary effect. And a lot of CBO’s time 
is spent in reading through big massive authorizing bills to find 
one little sentence, one paragraph, that, in fact, either inadvert- 
ently or not, would cause some additional direct spending or have 
some effect on revenues. 

The kinds of things that show up, a bill may be creating a new 
Federal commission, and in the process of doing that they want to 
say, how much are these people going to be paid? If they use magic 
words like "the Chairman shall be paid at the rate of," that means 
that if you just put that language in, once the Chairman is ap- 
pointed, the Federal Government has got to pay that Chairman. 
That is direct spending. 

Other things like that may say, "The Secretary shall pay to a 
State in order to do the following," and again, that would cause 
that money to be spent. So there are a number of things to be done. 

Mr. Goss. Do you treat that as obligated if it shows up in an au- 
thorized bill? 

Mr. Horney. If the language simply says this person shall be 
paid, then that person, we believe, would be able to — once they are 
appointed — 

Mr. Goss. Shall be paid subject to the appropriations? Are those 
the right words? 

Mr. Horney. Those are the magic words, "subject to appropria- 
tions." That is how these things get fixed. We look at it and say, 
you forgot those words. Go back. If all they meant was to say if the 
person is appointed, and if there is appropriations, here is how 
much they get. But that happens all the time. We run into that. 

Mr. Goss. Bob said that we are talking the next time about the 
boundaries between the appropriators and the authorizers, which 
is a very interesting dance form that we haven’t quite figured the 
music and the steps to. But go ahead. We have stuff coming on the 
floor. 

Mr. Horney. I will try to go quick. That is easily fixed if, in fact, 
the intent was to make it subject to appropriation. Every once in 
a while we catch it and say, you made it a mistake, and you need 
to add this. And they say, "Well...," and then bells start going off, 
and we say, well, they knew what they were doing. 

There are other things where people want to make a change in 
policy, but they don’t think it is going to have an effect on direct 
spending, and their intent clearly is not to affect direct spending. 
An example that is facing us right now that we have been very 
criticized for by Senator Lautenberg, was a provision that Senator 
Lautenberg sponsored first a number of years ago, and I think it 
has been done on a 1-year basis for the last 7 or 8 years, that al- 
lows certain residents of the former Soviet Union and some other 
countries to more easily obtain refugee status on the basis that 
they are likely to be subject to religious persecution. Clearly the in- 
tent of that was not to affect spending, it was to allow these people 
to escape from possible religious persecution. 

The problem is that if you come into the United States under ref- 
ugee status, you are immediately eligible for food stamps, Medicaid 
and a variety of other benefits, which now are not available to 
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other people who are coming into the United States without some 
waiting period. And so, in fact, doing this change, we believe, has 
an effect on the number of people coming in under refugee status, 
and that has an effect on the cost to the Federal Government of 
these programs. 

Senator Lautenberg is extremely unhappy about this. Our posi- 
tion is sorry, but we think it is a policy change. Whether you in- 
tended it to have any effect on the budget, it does, and if you do 
this, we will have to estimate a cost of this kind of legislation. 

Mr. Goss. If he came back to you and said, look, the numbers 
coming in are within the numbers that have already been esti- 
mated that will be beneficiaries of these programs, would you be 
convinced? 

Mr. Horney. That is a complication. He has, in fact, argued that 
because the refugee numbers are, in fact, negotiated, there is not 
in the law a certain set number. We have looked at history of it, 
and we believe the history shows that the additions of these refu- 
gees from the Soviet Union, in fact, caused the numbers that are 
accepted to come in to be higher. It is a question, it is not straight- 
forward. 

Other kinds of policy changes that also have unintended budget 
effects are things like people who want to put a moratoria on leas- 
ing of outer continental shelf oil drilling, or people who want to 
give away some Federal property. Well, in those cases we estimate 
there can be effects. If we estimate that leases would have gone out 
and brought in royalties, then there is a cost to the moratoria. 
Similarly, if we think that this property would have been sold as 
surplus property under existing law, then giving it away has a cost. 

TTiese are not easy to fix because it is clear in these cases people 
want these policies to happen. They want them not to be subject 
to future appropriations, but they do end up as costs to these bills, 
which may cause some trouble. 

Of course, there are other authorizing bills that people intend to 
have costs, and in some cases it may not be a problem. The com- 
mittee may have an allocation to spend an extra hundred million, 
and that is fine. But there are other cases where the committee 
may not have allocation at all, and the committee decides they 
want to do something that they know will have a budget effect, but 
they try to offset it so that there is no net increase in spending. 
You can run into problems there, however, because sometimes they 
may, in fact, offset the additional spending over 5 years, but it may 
be that for the first year they are over their allocation, and a point 
of order applies to either exceeding the allocation in the first year 
or the 5-year total. 

Other cases can come up where they try to do the offsets by some 
revenue change, and that revenue change does not in all cases off- 
set the increases in spending. A third example that has happened 
a number of times is there will be an increase in direct spending 
in an authorizing bill, and they will try to offset it by reducing the 
discretionary caps and say, well, there is no net increase in spend- 
ing. 

However, the way that the budget enforcement was set up and 
the way that the Budget Act is set up, you cannot claim credit 
against additional direct spending by promising that future appro- 
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priations will be lower. It just doesn’t offset saying 5 years from 
now we are going to appropriate less than we thought we were, and 
therefore that will count as spending reductions. 

That pretty much covers the kinds of examples that I wanted to 
give, kinds of things we see, the kinds of problems, what kinds of 
ways they can get fixed. 

Mr. Goss. Thank you. 

Actually timing has worked out fairly well. I actually thought we 
would never get to 11 o’clock without a vote. We pretty nearly 
made it. And we are going to go now. 

You have given us exactly what we asked for here, and you have 
done it very well. I have a zillion questions, and I know that this 
is going to be a continuing dialogue. I am most grateful for what 
I will call combined effort here to educate us on the committee and 
to make this material available for all of us. 

Those of us on the subcommittee, and the staff, are spending a 
lot of time on this, as I think you know. We really are going to 
have to do something because there are some serious problems out 
there. I think for the record that the Government Reform and 
Oversight Committee is no longer in the referral chain on budget 
process, and we haven’t talked about jurisdictional problems here, 
or the other body — ^what I will call — how will I say this, misfits is 
not what I want to say. I want to say they don’t connect. We don’t 
have smooth junction points or something. Disconnects is another 
way to put it sometimes. 

And I found out in my own committee, and I am continuously 
surprised by this process, even as I go through working with the 
other committees of jurisdiction, and the authorizing side, and then 
trying to get the appropriators on board, again, I discovered that 
the comparable Senate committee doesn’t have the same portfolio 
as the comparable House committee. So you have to leave some 
stuff over here. It is a nightmare. And if I hadn’t dreamed of a sys- 
tem that would fail of its own weight, we have come very close to 
it just in the case of my own committee. And then, of course, we 
can never talk about that because it is all classified anyway. So it 
makes it very hard to have a public hearing on it. 

The other question that came up from Mr. Dreier, and before I 
go I wanted to ask — and, Jim, maybe it was you or maybe it was 
Bob that triggered this — he wanted to know about the tax — when 
we get to surpluses, assuming that we actually have all of the suc- 
cess that we are talking about and we have surpluses, how are we 
going to treat the tax question? I think his direct question is: Are 
we going to still have to have offsets for tax cuts? When we even 
have surpluses, are we going to have problems with tax cuts? 

Mr. HoRNEY.The question that is being bandied around is wheth- 
er the PAYGO rules still apply when there is a surplus. There are 
some who believe that because the introduction of the pay-as-you- 
go section talks about reducing the deficit, that it goes away. There 
are many others, including most people who were involved in try- 
ing to put together the PAYGO rules originally and the extensions 
of it, that believe that that was shorthand, in a way, for reducing 
the deficit or increasing the surplus, and the law doesn’t provide 
any specific mechanism for turning it off when there is an estimate 
of a surplus. But that is something that is going to have to be 



26 


hashed out, although right now ultimately it is up to the Office of 
Management and Budget to make that decision. They are given au- 
thority in the Budget Enforcement Act to do that. 

Mr. Goss. That is obviously the kind of change that we are going 
to need to be talking about. 

Mr. Horney. I think the Congress needs to decide what they 
want to happen. 

Ms. Irving. It looks like there are two provisions of law about 
which this question arises. One is the line-item veto; clearly the 
President only has the authority to reduce the deficit. The other is 
whether the PAYGO prohibition on any increase in the deficit also 
a;;lies to no reduction in the surplus. 

Mr. Goss. I think this is a problem that is timely for the exercise 
that we are doing. 

I think that we have all experienced a lot of the points of order 
process up here, and we are certainly familiar. We are never quite 
sure which one it is, but we have a general idea it is timing or it 
is problems between the authorizers and the appropriators or 
whatever. 

But the other thing that I am concerned about, and I mentioned 
the Kerry Commission and unsustainable trends, the other thing I 
am concerned about on the discretionary side, in my case it would 
come under defense, but I think it is true with others, is that I 
don’t believe we have a process yet on the follow-on. I don’t think 
people understand sometimes the gigantic amount of follow-on 
costs. Whether it is obligated or not doesn’t matter as much as if 
you are going to realize your investment. And you can put a ton 
of money in something, and if it doesn’t work, you can stop it and 
say, we are not going to spend any more. No more good money 
after bad. But the problem is it never seems to come out that way. 

On the outer continental shelf thing, I can talk to you about the 
reduction in revenues, but I can also talk about the buy-back of the 
contracts, and it is the follow-on and some of the things that we 
get into, whether it is innocently or not — and I don’t have an un- 
derstanding of how that happens — and I have seen in some of our 
technology investments huge amount of money committed to, you 
know, a good idea, and I don’t know whether the good idea is going 
to justify the costs. And I am not sure whether the people in the 
cycle that you mentioned. Bob, when we started out, understand 
that this is a lot more than just this 5 years, we could fit numbers 
and do all kinds of stuff, but we may be actually obligating our- 
selves for quite a bit. That is an area I want to pursue. 

If I don’t pursue the votes, we are going to be in trouble, so I 
thank you all very much. 

I would now like to submit for the record, the accompanying slide 
presentation as well as nine additional CRS reports and a GAO re- 
port. 

[The accompanying slide show follows:] 
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A Brief Introduction to 
the Federal Budget Process 


Summary 

Each year, the federal government raises and spends more than $15 trillion 
through its budget process. The federal budget process is widely regarded as a 
complex, time-consuming, and arcane set of activities often suffused with 
controversy, frustration, and delay. These characteristics of the process are 
attributable to various factors, including the vast scope and complexity of federal 
activities and the numerous types of financial transactions needed to fund them, the 
profusion of participants in the budget process and the wide dispersal of budgetary 
power, and the far-reaching economic and political consequences of budgetary 
decision-making. 

The federal budget cycle begins each year with the preparation and submission 
to Congress of the President’s budget. The President’s budget is only a request to 
Congress; Congress is not required to adopt his recommendations. Nevertheless, the 
President’s budgetary proposals often guide congressional revenue and spending 
decisions, though the extent of the influence varies from year to year and depends 
more on political and fiscal conditions than on the legal status of the budget. 

The Congressional Budget and Impoundment Control Act of 1974, as amended, 
establishes the congressional budget process as the means by which Congress 
coordinates its various budget-related actions. The process is cemered around an 
annual concurrent resolution on the budget that sets aggregate budget policies and 
functional priorities for a multiyear period. Because a concurrem resolution is not a 
law — it cannot be signed or vetoed by the President — the budget resolution does 
not have statutory effect; no money can be raised or spem pursuam to h. The main 
purpose of the budget resolution is to establish the fi’am^ork within which Congress 
considers separate revenue, spending, and other budget-related legislation. Revenue 
and spending anmums set in the budget resolution establish the basis for the 
enforcemem of congressional budget policies through poims of order The budget 
resolution also initiates the reconciliation process fix conforming existing revenue and 
spending laws to congressional budget policies. 

Budget resolution policies are implemented by Congress through the enactmem 
of annual appropriation and other spending measures, revenue measures, debt-limit 
legislation, and reconciliation bills. Each class of budgetary legislation is considered 
under its own set of rules and procedures. 

The President may avail himself of special authority to impound appropriated 
Rindi Under the Impoundment Control Act of 1974, the President may propose the 
cancellation of spending; special procedures are iiKluded in the act to provide for 
House and Senate action on these proposals. Beginning in January of 1997, the 
President has had special line-item veto authority to cancel not only discretionaty 
appropriations, but new entitlement spending and targeted tax benefits as well. The 
line-item veto procedures provide that the President’s recommendations go imo effect 
unless disapproved by Congress within a relatively short period of time. 
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A Brief Introduction to 
the Federal Budget Process 


Introduction 

Each year, the federal government raises and spends more than SI 5 trillion 
through its budget process. The federal budget process is widely regarded as a 
complex, time-consuming, and arcane set of activities often suff sed with 
controversy, frustration, and delay These characteristics of the process are 
attributable to various factors, including the vast scope and complexity of federal 
activities and the numerous types of financial transactions needed to fund them, the 
profusion of participants in the budget process and the wide dispersal of budgetary 
power, and the far-reaching economic _and political' consequences of budgetary 
decision-making. 

This report provides a brief introduction to the federal budget process.' Key 
budget concepts and terminology are defined and explained. The separate procedures 
that make up the federal budget process are identified and their salient features 
described. While a complete understanding of federal budgeting probably can be 
obtained only after much observation and study of the process in operation, broad 
exposure to its rudiments is a c leful first step Various resources “for additional 
reading" are identified at the end of this report, which the reader may find helpful in 
exploring the subject in greater depth. 


' Substantial pornons of this report are drawn from the Congressioaal Research 
Service's Manual on the Federal Budget Process, by Allen Schick, Robert Keith, and 
EdwaidDavis,CRSRfipoit91-902GOV,Deceniber24, 1991,218pages. A revised version 
of the manual will be available in 1998. 
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Key Budget Concepts and Terms 

A thorough understaTiding of the federal budget process requires familiarity with 
dozens, if not hundreds, of concepts and terms. Some of the key concepts and terms 
relating to the elementary units of budgeting, budget coverage and classifications, the 
timing of budgetary actions, and the budget baseline are discussed below. 

Elementary Units of Budgeting 

Like any complex process, federal budgeting can be broken down into its 
fundamental units of activity and measurement. 

Spending. The spending process encompasses three distinct phases involving 
budget authority, obligations, and outlays. Budget authority is enacted by Congress 
and the President in law It provides the legal basis for federal agencies to make 
binding financial con iniitm en t s in the form of obligations. Obligations stem fi-om such 
agency actions such as entering into contracts, employing persotmel, and submitting 
orders for goods and services. When obligations are liquidated, outlays ensue. 
Usually, outlays take the form of checks, electronic fund transfers, or other paymems 
made by the Treasury Department. “ 

Most of the new budget authority made available to agencies year derives 
automatically from laws enacted during prior Congresses. The funds become 
available without the Congress taking any legislation action. For example, the funds 
necessary to pay Social Security benefits are provided automatically each year under 
a law enaa^ in the 1930s providing a permanent appropriation for the program. 
Other forms of budget authority which may bypass annual legislative action include 
borrowing authority and contract authority, under which agency heads may borrow 
funds or enter imo contractual arrangements in advance of appropriations action, and 
the authority to spend offietting collections (see discussion under Revenuca, below). 

The remaining new budget authority made available to agencies each year comes 
fiom currently enacted legisiatioa mostly in the form of measures providing annual 
appreciations. Many agencies have access to additional budget authority enacted 
in prior years that has carried over as unspem balances. 

One of the moat importarn characteristics of budget authority is the period 
during which it is available for obligation. Most budget authority for the routine 
operating esepenses of the federal govetnmem is “one-year” funding, meaning that it 
may be obligated only during the one fiscal year for which it is made available; after 
that, the funds lapse and no longer are avadable to be obligated. Budget authority 
enacted Sir procurement, construction, and rimilar long-term activities, on the other 
harxt often is “multiyear” or “no-year” funding, which may be obligated during a set 
number of fiscal years or an indefinite period. For all types of budget authority, 
outlays usually may be made fix’ several fiscal years after the authority to obligate the 
funds has expired. 

The measuremem of the pace at which spending for particular programs occurs 
is referred to as the spendout rate. More precisely, this measures the rate at which 
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budget authority becomes outlays during fiscal year periods. Spendout rates are 
determined largely by the timing of agency activity Consequently, it is more difficult 
for Congress to control outlay levels than it is to control budget authority levels. 

In the case of some spending programs, the federal government lends fiinds 
directly or guarantees them as a third party. For many years, the federal budget 
monitored such credit activities by tracking the level of direct loan obligations and 
loan guarantee commitments. Pursuant to the Federal Credit Reform Act of 1990 
(incorporated into the Congressional Budget Aa of 1974 as a new Title V by the 
Budget Enforcement Aa of 1990), the federal budget now focuses on the subsidy 
elemem, rather than the cash flows, of these two types of programs. Loan subsidies 
now are recorded as budga authority and outlays. 

Revenues. Revenues of the federal government (also referred to as receipts) 
derive fi'om a number of sources. Individual and corporate income taxes account for 
about half of the receipts of the federal government, but social insurance taxes are an 
increasingly prominent source of revenues. Additional amounts accrue to the 
government from various excise taxes, customs fees, gifts, and miscellaneous receipts. 

Some income to the federal government; which arises from business-like or 
market -oriented aaivities (such "as the sale of elearicity from federal power 
administrations), is referred to as offsetting collections. These fiinds are offset or 
deduaed from federal spending instead of being counted as revenues. 

Deviations from the “normal” tax code (such as exemptions, deductions, and 
special rules) are known as tax expenditures These devices provide a means of 
pursuing policy objeaives in a manner analogous to spending programs. For 
example, the federal government promotes the g lal of homeownership by providing 
a tax deduction for mortgage interest costs; comparable resources could be devoted 
to this goal through spending programs involving grants or loans. 

Deficit and Surphu. The deficit or surplus is determined by the relationship of 
outlays to revenues. An excess of outlays over revenues is a deficit, while an excess 
of revenues over outlays is a surplus. 

Accounts and Funds. Spending and revenues in the federal budget are 
recorded on the basis of accounts. In the case of annual appropriations, for example, 
each account usually corresponds to a separate heading in the legislation. Funds 
allocated to accounts are finder divided by the programs, projects, activities, and 
objects of expenditure related to the account. In budget presentations, accounts are 
usually grou^ together by the organizational unit (e.g. . the department or agency) 
that manages them. Some types of accoums, such as credit financing accounts, are 
included in budget presentations but are used only for accounting purposes; they do 
pot refiea budgetary transactions. 

Federal spending and revenues also may be charaaerized by the type of funds 
involved. The two bask types of funds in the budget are trust funds, which are used 
to cany out specific purposes in accordance with statutory requirements, and federal 
funds, which derive from the federal government’s sovereign powen and are spem 
on the government’s general aaivities. 
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Budget Coverage and Classifications 

On-Budget and OfT-Budgct Entities. For the past several decades, the federal 
budget has merged together trust funds and federal funds into a single presentation, 
with cenain exceptions. Entities included in the budget presentation are referred to 
as on-budget entities-, those excluded are known as off-budget entities At present, 
the Social Security trust funds and the postal service fund are the only ofT-budget 
entities Despite their off-budget status, the President’s budget includes information 
on the budgetary impaa of these funds. 

Operating and Capital Funds. The federal government does not use separate 
operating and capital budgets, unlike most state governments. Instead, funds for 
operating expenses and capital programs are merged together However, the 
President’s annual budget submission includes an analysis of such funds in the budget. 

Functional Categories. One of the most long-standing methods of classifying 
federal spending is by functional category. The functional categories — such as 
national defense, agriculture, transportation, and health — are used to group together 
related spending accounts regardless of the agency or other unit that manages them. 
The functional categories thus represent a broad statemem of budget priorities. 

Discretionary and Direct (Mandatory) Spending. A more recem method of 
classifying federal spending, arising from the procedural requiremems of the Budget 
Enforcement Act of 1990, depends'on whether the spending is considered to be 
discretionary or direct. Discretionary spending is provided in annual appropriations 
acts, which fall under the jurisdiction of the House and Senate Appropriations 
committees. Direct spending, also called mandatory spending, is provided in 
substantive l^islation, which is within the jurisdiction of the authorizing committees 
of the House and Senate, Most direct spending involves entitlernem programs funded 
by permanent appropriations. Some entitiemem programs, however, are funded in 
annual appropriations acts, but such spending is considered to be direct spending. 

The Fiscal Year Cycle 

The Fiscal Year. The federal budget process operates under a fiscal year cycle 
that is 12 mcmths in length. The fisderal fiscal year begins on the October 1 preceding 
the calendar year for which the fiscal year is named (e.g., fiscal year 1999 begins on 
Ooober 1, 1998, and erxls on September 30, 1999). Most state govemmems use a 
fiscal year that runs fix>m July 1 through June 30. 

The Carreat Year, the Budget Year, and the Outyears. Federal budgeting 
uses a multiyear framework. At the time the budget is b^g considered, the fiscal 
year in progress is referred to as the cuirem year, the upcoming fiscal year is called 
the budget year, and fiscal years after the budget year are known as the outyears. 

The Budget Basdiiie 

An importarn first step in the annual budget cycle is the preparation of a budget 
baseline. The baseline is the projection of revenue, spending, and deficit or surplus 
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levels into future years based upon the status quo Projections rest upon technical 
assumptions (e g., changes in demographic patterns and program workloads) and 
economic assumptions (e.g.. changes in the growth of the economy, inflation rates, 
and unemployment rates). They assume that policies consistent with existing law will 
be maintained. Thus, the baseline is an important tool for assessing policy changes 
inherent in budget proposals. 

The executive and legislative branches each develop their own budget baselines. 
The baseline prepared for the President’s budget is known as the current services 
estimates. Congress uses the baseline budget projections developed by the 
Congressional Budget Office. 


Executive Budgeting 

The President’s budget, officially referred to as the Budget of the United States 
Government, is required to be submitted to Congress early in the legislative session, 
no later than the first Monday in February. The budget consists of estimates of 
spending, revenues, borrowing, and debt; policy and legislative recommendations; 
detailed estimates of the financial operations of federal agencies and programs; data 
on the actual and projected pei^ormance of the economy, and other information 
supporting the Presidem’s recommendations. 

The Presidem’s budget is only a'request to Congress; Congress is not required 
to adopt his recommendations. Nevertheless, the power to formulate and submit the 
budget is a vital tool in the Presidem’s direction of the executive branch and of 
national policy. The President’s proposals often guide congressional revenue and 
spending decisions, though the extern of the influence varies fi^ )m year to year and 
depends more on political and fiscal conditions than on the legal status of the budget. 

The Constitution does not provide for a budget, nor does it require the Presidem 
to make recommendations concerning the revenues and spending of the federal 
govemmern. Until 1921, the federal govemmem operated without a comprehensive 
presidential budget process. The Budget and Accounting Am of 1921 (P L. 67-13; 
42 Stat. 20-27), as amended, provides for a national budget system. Its basic 
requiremem is that the Presidem should prepare and submit a budget to Congress 
each year. The 1921 act established the Bmeau of the Budget, now named the Office 
of Manageniem and Budget (0MB), to assist the Presidem in preparing and 
implementing the executive budget. Although it has been amended many times, this 
statute provides the legal basis for the presidential budget, prescribes much of its 
coment, and defines the roles of the Presidem and the agencies in the process. 

Formulation and Content of the President’s Budget 

Preparation of the Presidem’s budget typically begins in the spring (or earlier) 
each year, at least nine months before the budget is submitted to Congress, about 1 7 
months before the start of the fiscal year to which it pertains, and about 29 months 
before the close of that fiscal year. The early stages of budget preparation occur in 
federal agencies. When they begin work on the budget for a fiscal year, agencies 
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already are implementing the budget for the fiscal year in progress and awaiting final 
appropriations actions and other legislative decisions for the fiscal year after that. The 
long lead times and the fact that appropriations have not yet been made for the next 
year mean that the budget is prepared with a great deal of uncertainty about economic 
conditions, presidential policies, and congressional actions. 

As agencies formulate their budgets, they maintain continuing contaa with the 
0MB examiners assigned to them. These contacts provide agencies with guidance 
in preparing their budgets and also enable them to alert 0MB to any needs or 
problems that may loom ahead. Agency requests are submitted to 0MB in late 
summer or early fall; these are reviewed by 0MB staff in consultation with the 
President and his aides. The Budget and Accounting Act of 1921 bars agencies from 
submitting their budget requests directly to Congress. Moreover, 0MB regulations 
provide for confidentiality in all budget requests and recommendations prior to the 
transmittal of the President's budget to Congress. However, it is quite common for 
internal budget documents to become pift>lic while the budget is still being formulated. 

The format and content of the budget are partly determined by law, but the 
Budget and Accounting An of 1921 authorizes the President to set forth the budget 
“in such form and detail” as he may determiite. Over the years, there has been an 
increase in the types of informatioh and explaiuftory material presemed in the budget 
documems. 

In most years, the budget is subntitted as a multi-volume set consisting of a main 
document setting forth the President’s message to Congress and an analysis and 
justification of his major proposals (the Budget) and supplementary documents 
providing account and program level detail, historical information, and special 
budgetary analyses (the Budget Appendix, Historical Tables, and Analytical 
Perspectives), among other things. 

Much of the budget is an estimate of requirements under existing law rather than 
a request for congressional action (approximately half of the budget authority in the 
budget becomes available without congressional action). The Presidem submits a 
budget update (reflecting changed economic conditions, congressional actions, and 
other ftictors), referred to as the Mid-Session Review, by July 1 S each year. The 
Presidem may revise his recommendations any time during the year. 

Executive luteractioo With Congress 

Thefresidem aixl his budget oGBce have an importam role once the budget is 
submitted to Congress. 0MB officials and other presidential advisors appear before 
congressional committees to discuss overall policy and economic issues, but they 
generally leave formal discussions of specific programs to the affected agencies. 
Agencies thus bear the principal responsibility for defending the Presidem’s program 
recommendations at congressional hearings. 

Agencies are supposed to justify the Presidem’s recommendations, not their 
own. 0MB maintains an elaborate legislative clearance process to ensure that agency 
budget justifications, testimoi^, and other submissions are consistem with presidential 
policy. 
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Increasingly in recent years, the President and his chief budgetary aides have 
engaged in extensive negotiations with Congress over mtyor budgetary legislation. 
These negotiations sometimes have occurred as formal budget ‘summits" and at other 
times as less visible, behind-the-scenes activities. 


Congressional Budgeting 

The Congressional Budget and Impoundment Control Act of 1974 (P.L. 93-344; 
88 Slat 297-339), as amended, establishes the congressional budget process as the 
means by which Congress coordinates the various budget-related actions (such as the 
consideration of appropriations and revenue measures) taken by it during the course 
of the year. The process is centered around an annual concurrent resolution on the 
budget that sets aggregate budget policies and functional priorities for at least the next 
five fiscal years. 

Because a concurrent resolution is not a law — it cannot be signed or vetoed by 
the President — the budget resolution doesnot have statutory effect; no money can 
be raised or spent pursuant to it. The main purpose of the budget resolution is to 
establish the framework within which Cor^ress considers separate revenue, spending, 
and other budget-related legislation! Revetue and spending atnoums set in the budget 
resolution establish the basis for the enforcement of congressional budget policies 
through points of order. The budget resolution also initiates the reconciliation 
process for conforming existing revemre and spending laws to congressional budget 
policies. 

The Congressional Budget Act of 1974, which includes many provisions that 
operate as rules of the House and Senate, has been amended many times. Mr. or 
changes to the act occurred in the 1980s and 1990s in coiqunction with legislation 
establishing and extending the Balanced Budget arxl Emergency Deficit Control Act 
of 1985 (also known as the Gramm-Rudman-HoUings Act) and the Budget 
Enforcement Act of 1990. Changes in the 1974 act were made most recently by the 
Budget Enfincement Act of 1997 (Title X of P L. 105-33, the Balanced Budget Act 
of 1997).^ Additionally, some niles of tlw congressional budget process have been 
incorporated into or augmented by the standing rules of the House and Senate. 


Fonnulatioo aod Cootent of the Budget Resohitioa 

The co ngre s sional budget process begins upon the presentation of the President’s 
budget January or February (see Table 1). The timetable set forth in the 
Congressional Bu^et Act of 1974 calls for the final adoption of the budget resolution 
by April 15, well beftire the b^inning of the new fiscal year on October 1. Although 
the House and Senate often pass the budget resolution separately before April 15, 
they often do not reach final agreement on it until after the deadline — sometimes 
miTnttw later. The Congressional Budget Act of 1974 bars consideration of revenue, 
spending, and debt-limit measures for the upcoming fiscal year until the budget 


- For a d is ct iss ipn of these changes, see Biulgei Enfbrctmtm Act of 1 997: Summary 
and Legislative History, by Robert Keith, CRS Report 97-931, October 8, 1997, 23 pages. 
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resolution for that year has been adopted, but certain exceptions are provided (such 
as the exception that allows the House to consider the regular appropriations bills 
after May 1 5, even if the budget resolution has not been adopted by then). 

Table 1. Congressional Budget Process Timetable 


DeatfliM 

Action to be coaiDlcted 

First Monday in February 

Presidem submits budget to Congress. 

February 15 

CBO submits report on economic and budget 
outlook to Budget committees. 

Six weeks after Presidem’s 
budget is submitted 

Committees submit reports on views and 
estimates to respective Budget Committee. 

April 1 

Senate Budget Committee reports budget 
resolution. 

April IS 

Congress completes action on budget 
resolution. - 

June 10 

House Appropriations Committee reports last 
regular appropriations bill. 

June 30 

House completes action on regular 
appropriations bills and any required 
recon^iation legislation. 

July 15 

Presidem aibmitsmid>session review of his 
budget to Congress. 

October 1 

Fiscal year begins. 


The Coi^ressional Budget Act of 1974 requires the budget resolution, for each 
fiscal year covered, to set forth budget aggregates and spending levels for each 
functional category of the budget. The aggregates included in the budget resolution 
are as follows: 

• total revenues (and the amoum by which the total is to be changed by 
legslative action); 

• total new budget authority and outlays; 

• the deficit or surplus; end 

• the debt limit. 


With regard to each of the functional categories, the budget resolution must 
indicate for each fiscal year the amounu of new budget authotity and outlays, and 
they must add up to the corresponding spending or aggregates. 
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Aggregate amounts in the budget resolution do not reflect the revenues or 
spending of the Social Security trust funds, although these amounts are set forth 
separately in the budget resolution for purposes of Senate enforcement procedures 

The budget resolution does not allocate funds among specific programs or 
accounts, but the major program assumptions underlying the functional amounts are 
often discussed in the reports accompanying each resolution. Some recent reports 
have contained detailed information on the program levels assumed in the resolution. 
These assumptions are not binding on the affected committees. Finally, the 
Congressional Budget Act of 1974 allows certain additional matters to be included 
in the budget resolution. Perhaps the most important optional feature of a budget 
resolution is reconciliation directives (discussed below). 

The House and Senate Budget committees are responsible for marking up and 
reporting the budget resolution. In the course of developing the budget resolution, 
the Budget committees hold hearings, receive “views and estimates” reports from 
other committees, and obtain information from the Congressional Budget Office 
(CBO) In their initial hearings each year, the Budget committees receive testimony 
from the director of 0MB, the secretary Of the Treasury, and the chairman of the 
President’s Council of Economic Advisers. The CBO director also testifies. The 
“views and estimates” reports of House arxl Senate committees provide the Budget 
committees with information on the preferences and legislative plans of congressional 
committees regarding budgetary matters within their jurisdiction. 

CBO assists the Budget committees in developing the budget resolution by 
issuing, early each year, reports on the economic and budget outlook, the President's 
budgetary proposals, and, in most years, spending and revenue options for reducing 
the deficit. 

The extent to which the Budget co mmit te e s (and the House and Senate) consider 
particular programs when they act on the budget resolution varies from year to year. 
Specific program decisions are supposed to be left to the Appropriations committees 
and other committees of jurisdiction, but there is a strong likelih^ that major issues 
will be in nu^p, in the Budget committees’ reporti and during floor 

consideration of the budget resolution. Although any programmttic assumptions 
generated in this process are not binding on the committees of jurisdiction, they often 
influence the firuil outcome. 

Floor considention of the budget resolution is guided by House and Senate rules 
and practices. In the House, the Rules Committee usually reports a “special rule ” (a 
simple HoOse resolution), winch, once ^jproved, establishes the terms and conditions 
under which the budget resolution is considered. This special rule typically specifies 
which amendments may be considered and the sequence in which they are to be 
ofiered and voted on. It has been the practice in recent years to allow consideration 
of a few a mendments (as substitutes for the entire resolution) that presem broad 
policy choices. In the Senate, the amendrnem process is less structured, relying on 
agreemems reached by the leadership through a broad consuhaiive process. The 
amendments offered in the Senate may entail major policy choices or may be focused 
on a single issue. 
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Achievement of the policies set forth in the annual budget resolution depends on 
the legislative actions taken by Congress (and their approval or disapproval by the 
President), the performance of the economy, and technical considerations. Many of 
the factors that determine whether budgetary goals will be met are beyond the direa 
control of Congress If economic conditions — growth, employment levels, inflation, 
and so forth — vary significantly from projected levels, so too will actual levels of 
revenue and spending. Similarly, aaual levels may differ substantially if the technical 
factors upon which estimates are based, such as the rate at which agencies spend their 
discretionary funds or participants become eligible for entitlement programs, prove 
faulty. 

Budget Resolution Enforcement 

Congress’ regular tools for enforcing the budget resolution each year are overall 
spending ceil'ngs and revenue floors and committee allocations and subdivisions of 
spending. In addition, in recem years the Senate has enforced discretionary spending 
limits in the budget resolution, which parallel the adjustable limits established in 
statute and enforced by the sequestration process. In order for the enforcement 
procedures to work. Congress must have access to complete and up-to-date 
budgetary information so that it^ can relate individual measures to overall budget 
policies and detennine whether adoption of a particular measure would be consistem 
with those policies. Substantive and procedural points of order are designed to obtain 
congressional compliance with budget rules. A poim of order may bar House or 
Senate consideration of legislation that violates the spending ceilings and revenue 
floors in the budget resolution, committee subdivisions of spending, or congressional 
budget procedures. 

Budget Resolution Aggregates. In the early years of the Congressional Budget 
Act of 1974, the principal enforcernem mechanism was the ceiling on total budget 
authority and outlays and the floor under total revenues set forth in the budget 
resolution. The limitations inherem in this mechanism soon became apparent. For 
example, the issue of controlling breaches of the spending ceilings usually did not 
arise until Congress acted on supplemental appropriations acts, when the fiscal year 
was well underway. The emergency nature of the legislation often made it diflRcuft 
to uphold the ceilings. 

As pan of the budget process changes made by the BEA of 1997, the aggregate 
levels set in the budget resolution, and the associated disaetionaty spending limits and 
committee spending allocationa, may be ac^usted periodically for various factors. The 
ac^ustmentS. as authorized uixler a new Se^on 314 of the Congressional Budget Act 
of 1974, are made pursuant to the consideration of legislation in several different 
categories and are mearn to parallel similar adjustments made automatically in the 
" statutory discretionary spending limits. Adjustments may be triggered by legislation 
in the following five categories: 

( 1 ) measures containing designated emergency amoums of discretionary 

spending, direct spending, or revenues; 

(2) measures funding cominuing disability reviews; 

(3) measures providing an allowance for the International Monetary Fund; 
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(4) measures funding arrearages for various international organizations, 
international peacekeeping, and multilateral development banks (but only for the 
period covering FY 1998-2000 and subject to a limit of $1 884 billion in budget 
authority); and 

(5) measures providing funds for an earned income tax credit compliance 
initiative, subject to annual limits ranging from S138 million for FY1998 to S146 
million for FY2002. 

Allocations of Spending to Committees. In view of the inadequacies in the 
early years of congressional budgeting of relying on enforcement of the budget totals. 
Congress changed the focus of enforcement in the 1980s to the committee allocations 
and subdivisions of spending made pursuant to Section 302 of the act. The key to 
enforcing budget policy is to relate the budgetary impact of individual pieces of 
legislation to the overtdl budget policy Because Congrdss operates through its 
committee system, an essential step in linking particular measures to the budget is to 
allocate the spending amounts set forth in the budget resolution among House and 
Senate committees. 

Section 302(a) provides for allocations to committees to be made in the 
statement of managers accompanying the conference report on the budget resolution. 
A Section 302(a) allocation is mkde to each committee which has jurisdiction over 
spending, both for the budget year and the full period covered by the budget 
resolution (at least five fiscal years). Allocations made to the House and Senate 
Appropriations Committees cover only the budget year and use the discretionary 
spending categories established for the sequestration process. The committee 
allocations do not take into account jurisdiction over discretionary authorizations 
funded in aruiual appropriations acts. The amounts of new budget authority and 
outlays allocated to committees in the House or Senate may not exceed the aggregate 
amounts of budget authority and outlays set forth in the budget resolution. Although 
these allocations are made by the Budget Committees, they are not the unilateral 
preferences of these committees. They are based on assumptions and understandings 
developed in the course of formulating the budget resolution. 

Afrer the allocations are made under Section 302(a), the House and Senate 
Appropriations Committees subdivide the amounts they receive among their 13 
subcomnottees, as required by Section 302(b). The subcommittees’ Section 302(b) 
subdivisions may not exceed the total amount allocated to the committee. Each 
Appropriations Committee reports its subdivisions to its respective chamber, the 
appropriatioiis bills may not be considered until such a report has been filed. 

Sconkeepteg and Coat Estimates. Scorekeeping is the process of measuring 
the budgetary effects of pending and enacted legisl^on and assessing its impact on 
a budget plan — in this case, the budget resolution. In the congressional budget 
process, scorekeeping serves several broad purposes. First, scorekeeping informs 
'Members of Congress and the public about the budgetary consequences of their 
actions. When a budgetary measure is under consideration, scorekeeping infijrmation 
lets Members know whether adopting the amendrnem or passing the bill at hand 
would breach the budget. Further, scorekeeping information enables Members to 
judge what must be done in upcoming legislative action to achieve the year’s 
budgetary goals. Finally, scorekeeping is designed to assist Congress in enforcing its 
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budget plans. In this regard, scorekeeping is used largely to determine whether points 
of order under the Congressional Budget Act of 1974 may be sustained against 
legislation violating budget resolution levels. 

The principal scorekeepers for Congress are the House and Senate Budget 
committees, which provide the presiding officers of their respective chambers with the 
estimates needed to determine if legislation violates the aggregate levels in the budget 
resolution or the committee subdivisions of spending. The Budget committees make 
summary scorekeeping reports available to Members on a frequem basis, usually 
geared to the pace of legislative activity CBO assists Congress in these activities by 
preparing cost estimates of legislation, which are included in committee reports, and 
scorekeeping reports for the Budget committees. The Joim Comminee on Taxation 
supports Congress by preparing estimates of the budgetary impact of revenue 
legislation. 

Points of Order. The Congressional Budget Act of 1974 provides for both 
substantive and procedural points of order to block violations of budget resolution 
policies and congressional budget procedures. One element of substantive 
enforcement is based on Section 3 1 1 of the act, which bars Congress from considering 
legislation that would cause totai revenues to fall below the level set in the budget 
resolution or total new budget authority total outlays to exceed the budgeted level. 
In the House (but not the SenateX Section 3 1 1 does not apply to spending legislation 
if the committee reporting the measure has suyed within its allocation of new 
discretionary budget authority. Accbrdingly, the House may take up any spending 
measure that is within the appropriate committee allocationi even if it would cause 
total spendii^ to be exceeded. Neither chamber bars spending legislation that would 
cause functional allocations in the budget resolution to be exceeded. 

Section 302(f) of the Congressional Budget Act of 1974 bars the House and 
Senate from considering any spending measure that would cause the relevant 
committee’s spending allocations to be exceeded; in the House, the point of order 
applies only to violations of allocations of new discretionary budget authority. 
Further, the point of order also applies to suballocations of spending made by the 
Appropriations Committees. 

The Senate, but not the House, enforces revenue and spending levels for Social 
Security contained in the budget resolutioa Section 311 bars the consideration of any 
legislation that would cause an increase in Social Security deficits, or a decrease in 
Social Security surpluses, relative to the levels set forth in the budget resolution, for 
the budgA year or the full period covered by the budget resolutioa 

In addition to points of order to enforce compliance with the budget resolution 
and the allocations and subdivisions made pursuant to it the Congressional Budget 
Act of 1974 contains points of order to ensure compliance with its procedures. 
Perhaps the most important of these is Section 303, which bars consideration of any 
revenue, spending, entitlement or debt-limit measure prior to adoption of the budget 
resolution. However, the ntles of the House perniit it to consider regular 
appropriations bills after May IS, even if the budget resolution has not yet been 
adopt^. 
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When the House or Senate considers a revenue or a spending measure, the 
chairman of the respective Budget Comminee usually makes a statement advising the 
chamber as to whether the measure violates any of these points of order. If no point 
of order is made, or if the poii« of order is waived, the House or Senate may consider 
a measure despite any violations of the Congressional Budget Act of 1974. The 
House often waives points of order by adopting a special rule. The Senate may waive 
points of order by unanimous co.tsent or by motion under Section 904 of the act. The 
Senate requires a three-fifths vote of the membership to waive certain provisions of 
the act. 


The Sequestration Process 

Establishment of the Sequestration Process 

After a decade of experience with the Congressional Budget Act of 1974, 
Congress faced persistent high deficits and increasing budgetary deadlock. In 1985, 
it enacted legislation aimed at bringing the federal budget into balance by the early 
1990s. That legislation — the Balanced Budget and Emergency Deficit Control Act 
of 1985 (Title II of P L 99-177, 99 Slot 1038-1 101) — sometimes is referred to as 
the Gramm-Rudman-Hollings Act 

The 1985 Balanced Budget Act established a series of declining annual deficit 
targets and created an automatic spenc&ig-reduction process (known as sequestration) 
intended to ensure that the deficit targets are adhered to even if Congress and the 
President fail to reduce the deficit sufficiently through legislative action. Congress 
made significant changes in the 1985 act in 1987, 1990, and 1997. The Budget 
Enforcement Act (BEA) of 1990 (Title XIII of P L. 101-508; 104 Slat. 1388-573 
through 630) made major changes in conjunction whh the enactmem of a five-year 
deficit-reduction accord covering FY1991-1995. In 1993, the BEA procedures were 
extended through FY1998 as part of another comprehensive budget agreement 
between the President and Congress. Most recently, the procedures were extended 
through FY2002, with modifications, by the Budget Enforcemem Act (BEA) of 1997 
(Title X of P L. 105-33; 1 1 1 Slat 677-712), as part of a plan to balance the budget 
by that fiscal year.^ 

Sequestration involves the issuance of a presidential order that permanently 
cancels budgetary resources (except for revolving funds, special funds, trust funds, 
and cenain offsetting collections) for the purpose of achieving a required amoum of 
outlay savings to reduce the deficit. Once sequestration is triggered by an executive 
determination, spending reductions are made automatically; this process, therefore, 
is regarded by many as providing a strong incentive for Congress and the President 
~ to reach agreement on legislation that would avoid a sequester. 

From its inception in 1985 until its revision by the BEA in 1990, the process was 
tied solely to the enforcemem of fixed deficit targets. If a sequester occurred, a 


’ For a discussion of these changes, see Budget Enjbrcement Act of 1 997: Summary 
and Legislative History, by Robert Keith, CRS Report 97-931, October 8, 1997, 23 pages. 
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formula set forth in the 1985 Balanced Budget Act required that half the required 
outlay reductions be made in defense programs and half in nondefense programs For 
the most part, sequestration reductions were made uniformly across the range of 
accounts covered by the process and were applied uniformly to programs, projects, 
and aaivities within accounts. Many accounts, involving roughly two-thirds of 
federal outlays, were exempt from sequestration. For certain entitlement programs, 
the reductions were made u^er special rules (for example. Medicare could not be cut 
more than two percent). 

Changes Made by the Budget Enforcement Acts of 1990 and 1997 

The BE A of 1990 changed the sequestration process substantially First, it 
effectively eliminated the deficit targets as a factor in budget enforcement. Second, 
the BEA of 1990 established adjustable limits on disCTetionary spending funded in the 
annual appropriations process. Third, the BEA of 1990 created pay-as-yo r-go 
procedures to require that increases in direct spending (/.a,, spending controlled 
outside of the annual appropriations process) or decreases in revenues due to 
legislative action are oSsA so that there is no net increase in the deficit. 

The BEA of 1990 establist)pd new sequestration procedures to enforce the 
discretionary spending limits and the pay-as-you-go requirements. To the extent that 
any sequesters must be made, they will occur on the same day (which must be within 
1 S calendar days after Congress atyoums to end s session); sequestration of this type 
is referred to as “end-of-session setjuestratioa” Further, one or more additional 
sequesters may occur subsequently in the fiscal year to eliminate any breach in the 
discretioruuy spending limits; this type of sequestration is referred to as 
‘within-session sequestration.” 

Previously, the surpluses of the Soda! Security trust funds were included in the 
deficit estinuttes made under the 1985 Balanced Budget Act but Social Security 
spending (except fix' administrative expen s es) was exempt from sequestration. Under 
the BEA of 1990, Social Security spending still is exeinpt from sequestration, but the 
trust fund surpluses are excluded from the deficit estimates. 

The BEA of 1990 established adjustable limits on discretionary spending. For 
fiscal yean 1991-1993, separate limits were set for new budget authority and outlays 
for three diffirant categories — defose, international, and domestic. For fiscal yean 
1994-1998, limita on new budget authority and outlays were established for a single 
category — total discretionary spending. In 1994, the Violent Crime Control and 
Law En%cemeot Act of 1994 (P L. 103-322) established separate but parallel 
sequestration procedures fisr violent crime reduction programs through FY2000. 

The BEA of 1997 revised the limits fix FY1998 and provided new limits through 

TY2002. The limits are established for the following categories of discretionary 
spending: defense and nondefense, for FY1998-1999; discretionary (a single 
category), fix FY2000-2002; and violem crime reduction, fix FY1998-2000. 

Under modifications made by the BEA of 1997, the discretionary spending limits 
must be adjusted periodically by the Presidem for various ftctors, including (among 
othersL channes in concerns and definitions, a special outlay allowance (to 
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accommodate estimating differences between 0MB and CBO). and the enactment of 
legislation providing emergency funding and funding for the International Monetary 
Fund, international arrearages, an earned income tax credit compliance initiative, and 
other specially-designated purposes. 

Enforcement of the spending limits is accomplished through a special 
sequestration process that is triggered automatically if the applicable spending limit 
is breached through the enactment of legislation. If the enactment of legislation 
cau^ a breach in the spending limits occurs during the last quarter of the fiscal year 
(/.e., between July 1 and Septente 30), the appropriate discretionary spending limits 
for the next fiscal year are reduced by the amount of the breach. 

Under the pay-as-you-go (PAYGO) process created by the BEA of 1990, 
legislation increasing direa spendit^ or decreasing revenues must be ofiset so that the 
deficit is not increa'ed. The PAYGO process does not require any ofiBwttmg action 
when the spending increase or revenue decrease is due to the operation of existing 
law, such as an increase in the number of persons participating in the Medicare 
program. Direct spending consists largely of spending for enthlement programs. 
Most direct spending and revenue programs are established under permanent law, so 
there is not necessarily any need for recurring legislative action on them (and the 
PAYGO process does not require such action). 

Enforcemem of the PAYGO process also is accomplished through a special 
sequestration procedure. The PAYGO process does not preclude Congress fi'om 
enacting legislation to increase direa speading; it only requires that the increase be 
ofito by reductions in other direa spending programs (which could include increases 
in offsating receipts), by inaeases in revemies, or by a combination of the two in 
order to avoid a sequester. Ifa sequester under this process is required, it would have 
to ofl^ the amount of any na deficit increase for the fiscal year caused by the 
enactment of legislation in tte currem and prior sessions of Congress, and would be 
applied to non-exempt direa spending inogranis. 

Spending for Social Security benefits and current fiuleral deposit insurance 
commitmerns, as well as emergency direa spending and revenue legislation (so 
designated by the Presidem and by Congress in statute) that would cause a deficit 
increase, is exempted completely fiom the PAYGO sequestration process. All 
remaining direa spendmg programs ate covered by the PAYGO procesa to the extent 
that legialaiion afiamg th^ spending levels is counted in determiiiing whether a na 
inaease or decrease in the defidt has occurred fi>r a fiscal year. If a PAYGO 
sequeaa occurs, howeva, many direa spending programs would be exempt fix>m 
reifaiaioir 

The BEA of 1997 extended the coverage of the PAYGO requirement to 
i^islation enacted through FY2002; howeva, the PAYGO process remains in efifisa 
through FY2006 to deal with the outyewefifects of such measures. Consequently, a 
PAYGO sequesta could occur in FY2003-2006 based on legislation enaaed befisre 
theendofFY2002. 

As originally fiamed, the 1985 Balanced Budga Aa provided fi>r the automatic 
issuance of a sequestration orda by the President upon the submission of a report by 
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the comptroller general identifying a deficit excess. This feature of the act was 
invalidate by a Supreme Court ruling (Bawsher v Symr, 54 USLW 5064, U S July 
7, 1986) in 1986 on the ground that the constitutional separation-of-power$ doctrine 
was violated because the comptroller general is a legislative branch official. Congress 
subsequently revised the process in the Balanced Budget and Emergency Deficit 
Control Re^rmation Aa of 1987 by placing the triggering function in the hands of 
the 0MB director, an executive branch official. 

The Timing of Sequestration Actions 

The multiple sequestration procedures established by the BEA of 1990 remain 
automatic and are triggered by a report from the 0MB director. For sequestration 
purposes generally, there is only one triggering report issued each year (just after the 
end of the session). Additionally, 0MB reports triggering a sequester for 
discretionary spending may be issued during the following session if legislative 
developments so warrant (t.e., the enactment of supplememal appropriations). The 
CBO director must provide advisory sequestration reports, five days brfore the 0MB 
direaor’s reports are due. 

The timetable for the sequestration proceu is set forth in Table 2. 

Early in the session, 0MB and CBO issue sequestration preview reports. The 
reports provide estimates of the discretionary spending limits, with the adjustmems 
prescribe by law. Also, the reports provide estimates of any net deficit increase or 
decrease caused by the enactment of direct spending or revenue le^slation subject to 
the PAYGO process. In August, 0MB and CBO issue sequestration update reports 
to reflect the impact of legislation enacted during the imerim. Finally, 0MB and CBO 
issue sequestration reports shortly after Tongress adjourns to end the session. The 
end-of-session reports must reflect any pertinem legislation enacted since the update 
reports were issu^ and must indicate the baseline amoum of budgetary resources and 
the amoum and percentage of the reductioa for each accoum subject to sequestration. 

In preparing its update and final sequestration reports, 0MB must use the 
economic and technical assumptions that were used in the earlier preview report. 
During the course of the session, 0MB must provide Congress with cost estimates 
ofbudgetaiy legislation within five days of its enactmem, so that compliance with the 
discret i ona ty spending limits and PAYGO requirements can be monitored. The cost 
estimates must be baaed on the economic and technical assumptions used in the 
Presidem’s most recem budget. 

Sev^ other reports are associated with the sequestration process. For 
example, within-session sequestration reports may be issuml by CBO and 0MB (no 
later thn July 10 and July I S, respectively) if supplemental appropriations or other 
discretionary spending is enacted that causes a breach in a discretionary spending 
liiiut. Also, the comptroller general must issue a compliance report, if requ^ed by 
either the House or Senate Budget Committee, evaluating whether the 0MB and 
CBO reports and the presidential order comply with the requirements of the act. 

Any sequestration order issued by the Presidem must follow the 0MB 
sequestration report strictly. 
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Table 2. Sequestration Process Timetable 


Deadline 

Action to be completed I 

S days before the Presidem’s 
budget submission 

CBO issues sequestration preview report. I 

Date of the President’s budget 
submission 


August 10 

Presidem notifies Congress if he intends to 
exempt military personnel accoums. 

August IS 


August 20 


10 days after end of session 

CBO issues final sequestration report. 

1 5 days after end of session 

0MB issues final sequestration report; 
Presidem issues any required sequestration 


Sequestration procedures may be suspended in the evem a declaration of war is 
enacted or if Congress enacts a speciai joim resolution triggered by the issuance of a 
CBO report “tow grov^" m the economy. Also, there are several special 

procedures under the act by which the finai seques^on order for a fiscal year may 
be modified or the implementation of the order affected. 


Spending Legislation 

The spending polides of the budget resolution generally are ii^lemented 
through two different types of spending legislatioa Policies involving discretionary 
spending are implemn^ in ^ context of annual appropriations actt, whereas 
policies affecting direct or mandatory spending (which, for the most part, involves 
entitlemem programs) are carried out in substantive legislation. 

AH discretioiiaiy spending is under the jurisdiction of the House and Senate 
Appropriatiaoa Committees. Direct spending is under thejurisdiction of the various 
legislative committees of the House and Seiute; the House Ways and Means 
Committee and the Senate FinatKC Conunittee have the largest shares of direct 
spending jurisdiction. (Some entitlemem programs, such as Medicaid, are funded in 
annual appropriations acts, but such spending is not considered to be discretionary.) 
The enforcemem procedures under the congressional budget process, mentioned 
iibove, apply equally to discretibnaty and direct spending. 

In recem years, many of the most significam changes in direm spending 
programs, fiom a budgetary st an dpoint, have been made in the reconciliation process 
(see discussion below). The greatest nurnberofspending decisions in any year occurs 
in the annual a|q>roptiations process. 
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The Annual Appropriations Process 

An appropriations act is a law passed by Congress that provides federal agencies 
legal authority to incur obligations and the Treasury Department authority to make 
payments for designated purposes. The power of appropriation derives from the 
Constitution, which provides that “No money shall be drawn from the Treasury but 
in consequence of appropriations made by law ” The power to appropriate is 
exclusively a legislative power; it functions as a limitation on the executive branch. 
An agency may not spend more than the amount appropriated to it, and it may use 
available funds only for the purposes and according to the conditions provided by 
Congress. 

The Constitution does not require annual appropriations, but since the First 
Congress the practice has been to make appropriations for a single fiscal year. 
Appropriations must be used (obligated) in the fiscal year for which they are provided, 
unless the law provides that they shall be available for a longer peri^ of time. All 
provisions in an appropriations act, such as limitations on the use of funds, expire at 
the end of the fis^ year, unless the language of the act extends their period of 
effectiveness. 

In the federal government, an^appropriation makes funds available for obligation; 
it does not usually require that outlays be made in any particular fiscal year. Outlays 
often ensue years after the appropriations are obligated. 

The President requests antiial appropriations in his budget submitted in January 
or February of each year. In supp^ of the Presidem’s appropriations requests, 
agencies submit justification maters to the House and Senate Appropriations 
co mmi ttees. These materials provide considerably more detail than is contain^ in the 
Presktent’s budget and ate us^ in support of agency testimony during Appropriations 
subconunittee hearings on the President’s budget. 

Congress passes three main types of appropriations measures. Regular 
appropriations provide budget authority to agencies for the next fiscal year. 
Stqjplemental appropriatitms provide additional budget authority during the current 
fiscal year when the regular appropriation is insufficient or to fitumce activities not 
provided for in the regular appropriation. Continuing appropriations provide 
stop-gap (or full-year) funding for agencies that have not received a regular 
appropriation by the start of the fiscal year. 

In ajypical session. Congress acts on more than 16 appropriations measures, 
including 13 r^ular appropriations bills and at least two supplemental appropriations 
measures. Because of recurring delays in the appropriations process, Congress 
typically passes one or more contimiing appropriations each year. The scope aixi 
diuation of these measures depend on the status of the rqsilar appropriations b^s and 
the degree ofbudgetaiy conflia between the Presidem and Congress. In some years, 
a continuing appropriations measure has been tumed into an omnibus measure for 
enactment of regular appropriations bills. 

By precedent, appropriations origiitate in the House of Representatives. In the 
House, appropriations measures are originated by the Appropriations Comminee 
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(when it marks up or reports the measure) rather than being introduced by a Member 
befbreh^. Before the foil Committee acts on the bill, it is considered in the retevam 
appropriations subcommittee (the House and Senate Appropriations committees have 
13 parallel subcommittees). The House subcommittees typically hold extensive 
heatii^ on appropriations requests shortly after the President’s budget is submitted. 
In marking up their appropriations bills, the various subcommittees are guided by the 
discretionaty spending liifots and the allocations made to them under Section 302 of 
the Congressional Budget Act of 1974. 

The Senate usually considers appropriations measures after they have been 
passed by the House. Hearings in the Soiate Appropriations subcommittees generally 
are not as extensive as those held by counterpart subcommittees in the House. When 
the Senate (either in committee or on the floor) changes a House-passed 
appropriations measure, it does so by inserting consecutively-nutnbered amendments. 
The conference to resolve differences in the measures passed by the two chamben 
considers each of the numbered amendmettts. Congressional action on a measure is 
not complete until both the House and Senate have successfully disposed of all 
numbered amendmenu. 

The basic unit of an appropriation is an account. A single unnumbered 
paragraph in an appropriations att comprises one account and all provisions of that 

paragraph pertain to that account and to no other, unless the text expressly gives them 

broader scope. Any provision limiting the use of fbnds enacted in that paragraph is 
a restriction on that accouttt alone. ' 

Over the years, appropriations have been consolidated into a relativeiy small 
number of accounts. It is typical ft>r a federal agency to have a single accoum ft>r all 
its expenses of operation and additional accounts ft>r other purposes such as 
construction. Accordingly, most appropriation accounts encompass a number of 
activities or projeco. The appropriation sometimes earmarks spe^ amounts to 
particular activities within the account, but the more common practice is to provide 
detailed information on the amounts imended for each activity in other sources 
(principally, the committee reports accompanying the measures). 

In addition to the substantive limitations (and other provisions) associated with 

each account, each appropriations act has “general provisions” that apply to all of the 
accounts in a tide or in the whole act. These gene^ provisions appear as numbered 
sections, usually at the end of the title or the act. 

The standard appropriation is for a single fiscal year — the funds have to be 

obiigaied auting the fi^ year for which they are provided; they lapse if not obliga^ 
by the end of that year. An appropriation that does not mention the period during 
which the fimds are to be available is a one-year appropriation. Congress also makM 
no-year appropriations by specifying that the fimds shall remam available until 

fx p fo ded No-year funds are carried over to future years, even ifthey have not been 
fiWt g ^tad Congress sometimes makes multiyear appropriations, which provide fiir 

funds to be available fi>r two or more fiscal years. 

Appropriations measures also contain other types of provisions thtt sme 
^p yiniiMd purposes. These include provisions that liquidate (pqr ofi) obligations 
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made pursuant to certain contraa authority; reappropriate funds provided in previous 
years; transfer funds from one account to another; rescind funds (or release deferred 
funds); or set ceilings on the amount of obligations that can be made under permanem 
appropriations, on the amount of direct or guaranteed loans that can be made, or on 
the amount of administrative expenses that can be incurred during the fiscal year In 
addition to providing funds, appropriations acts often contain substantive limitations 
on government agencies. 

Although appropriations accounts often span many activities, each agency 
supplements account-level data with detailed budget justifications. While agencies 
have discretion to vary their actual expenditures from the detailed supporting 
schedules, the Appropriations committees expect them to adhere to their Justifications 
to the extent practicable. When an agency shifts funds from one program to another 
in the same account, it must go through reprogramming procedures. Less significam 
changes are handled informally, or by the agency unilaterally, but there has been a 
pronounced trend for Congress to hold agencies mote closely to the spending patterns 
set forth in their budget justifications. 

Detailed information on how funds are to be spent, along with other directives 
or guidance, is provided in the reports accompanying the various appropriations 
measures. Agencies ordinarily ibide by report language in spending the funds 
appropriated by Congress. The appropriations reports do not comment on every item 
of expenditure. Report language is most likely when the Appropriations Committee 
prefias to spend more or less on a particular item than the President has requested or 
when the committee wants to eamiark funds for a particular project or activity. When 
a particular item is mentioned by the committee, there is a strong expectation that the 
agency will adhere to the instructions. In recem years, these instructions have tended 
to become more numerous and specific. 
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Revenue and Debt-Limit Legislation 

Revenue Legislation 

Article I, Seaion 8 of the U S. Constitution gives Congress the power to levy 
“taxes, duties, imposts, and excises.” Section 7 of this Article requires that ail 
revenue measures originate in the House of Representatives. 

In the House, revenue legislation is under the jurisdiction of the Ways and M«ms 
Committee; in the Senate, jurisdiction is hdd by the Finance Committee, ^le House 
rules bar other committees from reporting revenue legislation, sometimes another 
committee will report legislation levying user fees on a class that benefits from a 
particular service or pn^ram or that is being regulated by a federal agency. In many 
of these the user fee legislation is referred subsequently to the Ways and Means 

Committee. 

Most revenues derive from existing provisions of the tax code or Social Security 
law, which continue in effiw from year to year unless changed by Congress. This tax 
strucmre can be expected to produce increasing amounts of revenue in fliture years 
as the economy expands and inqpmes rise. Nevertheless, Congress usually makes 
some changes in the tax laws each year, either to raise or lower revenues or to 
redistribute the tax burden. 

Congress typically acts on revenue legislation pursuant to proposes in tte 
President’s budget. An early step in congressional work on rev^e legislation is 
publication by CBO of its own estimates (developed in consultation with the Joint 
Committee on Taxation) of the revenue impact of the President’s budget proposals. 
The congressional estiinates often differ significantly fiom those presented in the 
President’s budget. 

The revenue totals in the budget resolution establish the fiainework for 
subsequent action on revenue measures. Congress generally may not raider 
i ^datinn increasing or decreasing revemies for the next fiscal year un^ it hu 
adopted the budget resolution for that year. Congress somerimes waives this 

requirement — in the House, usually by means of a special rule reported by the Rules 

Committee; in the Senate, usually by unanimous consem or by a waiver motton 
aytiinri TtMt by the Congressional Budget Act of 1974. 

The resolution contains only revenue totals and total recommended 

not allocate these totab among revenue sources (although it does set 
out Kfedicare receipts separately), nor does it specify which provisions of the tax c(^e 
are to be changed. These specific decisions are made in the revenue legislation 
repotted by the House and Senate committees with jurisdiction over such matters. 

The House and Senate periodically consider mi^ revenue measures, such as the 

Tax Refbrm Act of 1986, under their regular legislative procedures. However, as hu 

been the case with direct spending programs, many of the most significant cha^ m 

revenue policy in recem years have been made in the comext of the reMna^on 
process. Although revenue changes usually are incorporated into ommbus budget 
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reconciliation measures, along with spending changes (and sometimes debt-limit 
increases), such revenue legislation may be considered on a separate legislative track 
{e.g., the Tax Equity and Fiscal Responsibility Aa of 1982). 

Occasionally, congressional leaders may decide that the Senate should take the 
initiative on particular revenue matters. Congress can accommodate this strategy, 
without violating the constitutional requirement that revenue matters originate in the 
House, by attaching the Senate’s reveraie initiatives to a minor House-passed revenue 
bill. As a general matter, however, the House carefully guards its constitutional 
prerogative 

In enaaing revenue legislation. Congress often establishes or alters tax 
expenditures. The term “tax expenditures” is defined in the Congressional Budget 
Act of 1974 to include revenue losses due to deductions, exemptions, credits, and 
other excet'tions to the basic tax structure. Tax expend* oires, as discussed previously, 
are a means by which the federal government pursues public objectives and can be 
regarded as altematives to other policy instruments such as grams or loans. Tax 
expenditures are classified by budget fun^on to fiunlitate the comparison of spending 
programs and tax expenditures. The Joim Committee on Taxation estimates the 
revenue eftects of legidation changng tax expenditures, and it also publishes five-year 
projections of these provisions as an annual committee print. 

Debt-Limit Legislatioo 

When the revenues colleaed by the federal govemmern are not sufficient to 
cover its expenditures, it must fina^ the short&U through borrowing. Federal 
borrowing is subject to a public debt limit established by sutute. As long as the 
federal govemmern continues to operate with a budget deficit, the public debt limit 
must be increased periodically. Failure to increase the debt limit in a timely manner 
could lead to inefficient, stop-gap financing practices by the Treasury Departtnem and 
eventually to defiult. The fiequencyofcongressional action to raise the debt limit has 
ranged in the past fi^om sevenl times in one year to once in several years. 

Legislation to raise the public debt limit fidls under the jurisdiction of the House 
Ways and Means Committee and the Senate Finance Committee. Although 
consideration of such measures in the House usually is constrained through the use 
of special rules. Senate action sometimes is far-ranging with regard to the issues 
covered. In the past, the Senate has added many non-germane provisions to debt- 
limit measures, such as the Balanced Budget and Emergency Deficit Control Act of 
1985. - 

In 1979, the House amended its rules to provide for the automatic engrossment 
of a measure increasing the ddx limit upon firutl adoption of the conference report on 
the budget resolution. The rule. House Rule XLIX (commonly referred to as the 
Gephardt rule, after its sponsor. Representative Richard GepharffiX was intended to 
facilitate quick action on debt increases. However, the Senate has no comparable rule 
and often considers such legislation thoroughly, if not at length. The House and 
Senate may enact debt-limit legislation originating under the Gephardt rule or arising 
utKler conventional legislative procedures. In some instances. Congress has enacted 
debt-limit increases as part of omnibus budget reconciliation legislation. 
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Reconciliation Legislation 

Beginning in 1980, Congress has used reconciliation legislation to implement 
many of its most significant budget policies. Section 3 10 of the Congressional Budget 
Act of 1974 sets forth a special procedure for the development and consideration of 
reconciliation legislation. Reconciliation legislation is used by Congress to bring 
existing revenue and spending law imo conformity with the policies in the budget 
resolution. Reconciliation is an optional process, but Congress has used it more years 
than not; during the 18 calendar years covering 1980 through 1997, 14 omnibus 
reconciliation measures were enacted into law. 

The reconciliation process has two stages: (1) the adoption of reconciliation 
instructions in the budget resolution; and (2) the enacunent of reconciliation 
legislation that implements changes in revenue or spending laws. Although 
reconciliation has b^ us d since 1980, specific procedures tend to vary from year 
to year. 

Reconciliation is used to change the amount of revenues, budget authority, or 
outlays generated by existing law. In a few instances, reconciliation has been us^ to 
a(^ the public deM limit. On the^ spending side, the process fi)cuses on enthlemem 
laws; it may not be used, however, to impel changes in Social Security law. 
Reconciliation sometimes has been applied to discretionaiy authorizations (which are 
funded in annual appropriations acts), but this is not the usual practice. 

Reconciliation Directives 

Reconciliation begins with a directive in a budget resolution instnicting 
designated committees to report l^slation changing existing law (or pending 
legislation). These instiuctions have three components: (1) they name the committee 
(or committees) that are directed to report legislation; (2) th^ specify the amoums 
by which existing laws ate to be changed (but do not identify how theM changes are 
to be made, which laws are to be altered, or the progra ms tote affected); and (3) they 
usually set a by which the designate committees are to recommend the 

chai^inlaw. The instructions typically cover the same fiscal years covered by the 
budget resohition, with separate dollar amounts specified for e^ of the years. 

The dollar amounts are computed with reference to the CBO baseline. Thus, a 
change repr e s e nts the by which revenues or spending would increase or 

decrease fiom Nseline levels as a resuh of changes made in existing law. This 
computation is itself based on assumptions about the future level of revenues or 
spending under current law (or policy) and about the dollar changes that would ensue 
from new l^slation. Hence, the savings associated with the reconciliation process 
are assumed savings. The actual changes in revenues or spending may differ fix>m 
those estimated when the reconciliation instructions are formulated. 

Although the insttuctions do not mention the programs to be changed, they are 
based on assumptions as to the savings or deficit reduction that would result fiom 
particular changes in revenue provisions or spending programs. These program 
assumptions are sometimes printed in the reports on the budget resolution. Even 
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when the assumptions are not published, committees and Members usually have a 
good idea of the specific program changes contemplated by the reconciliation 
instructions. 

A committee has discretion to decide on the legislative changes to be 
recommended. It is not bound by the program changes recommended or assumed by 
the Budget committees in the reports accompanying the budget resolution. Further, 
a committee has to recommend legislation estimated to produce dollar changes for 
each category delineated in the instructions to it. Thus, it has to satisfy separately the 
instruaion for budget authority and outlays for each fiscal year covered by the 
instructions. 

When a budget resolution containing a reconciliation instruction has been 
approved by Congress, the instruction has the status of an order by the House and 
Senate to designated com nittees to recommend legislation, usually by a date certain. 
It is expected that committees will carry out the instructions of their parent chamber, 
but the Congressional Budget Act of 1974 does not provide any sanctions against 
committees that fail to do so. 

Devf iopment and ConsidentioB of RMoncilititioii Measures 

When more than one committee in the House and Senate is subject to 
reconciliation directives, the proposed legislative changes usually are consolidated by 
the Budget co mm ittee s into an omnibiis bill. The Congressional Budget Ao of 1 974 
does not permit the Budget committees to revise substantively the legislation 
recommended by the co m mittees of jurisdiction. This restriction pertains even when 
the Budget committees estimate tl^ the proposed l^slation fidl short of the 
dollar changes called for in the insjuctions. Sometimes, the Budget conuruttees, 
wotidng with the leadership, develop altematives to the committee recommendations, 
to be offered as floor amendments, so as to achieve greater compliance with the 
reconciliation directives. 

The Congressional Budget Act of 1974 requires that amendments ofiered to 
reconciliation legislation in either the House or the Senate be deficit neutral. To meet 
this requirement, an amendment reducing revetues or increasing spending mu« offM 
these deficit increases by equivalent revenue increases or spending cuts. Additionally, 
non-germane amendments may not be offered in either chamber. 

During the first several years’ experience with reconciliation, the legislation 
contained-many provisions that were eioraneous to the purpose of reducing the 
deficit. The reconciliation submissions of committees included such things as 
provisions that had no budgetary eftet, that increased spending or reduced revenues, 
or that violated another committee’s jurisdiction. 

In 1985, the Senate adopted the Byrd rule (named after its principal sponsor. 

Senator Robert C. Byrd) on a temporary basis as a means of curbing these practices. 
The Byrd rule has been extended and modified several times over the years. In 19%, 
the B)^ rule was incorporated into the Congressional Budget Act of 1974 as Section 
313 and made perrnanem (2 U.S.C. 644). 
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A Senator opposed to the inclusion of extraneous matter in reconciliation 
legislation has two principal options for dealing with the problem. First, the Senator 
may ofiRsr an amendment (or a motion to recommit the measure with instructions) that 
strikes such provisions fix>m the legislation. Second, under the Byrd rule, the Senator 
may raise a point of order against extraneous matter In general, a point of order 
authorized under the Byrd rule may be raised to strike extraneous matter already in 
the bill as reported or discharged (or in the conference report), or to prevem the 
incorporation of esctraneous matter through the idoption of amendments or motions. 
A motion to waive the Byrd rule, or to sustain an appeal of the ruling of the chair on 
a poim of order raised under the Byrd rule, requires the a£5rmative vote of three-fiflhs 
of the membership (60 Senators, if no seats are vacam). 

Although the House has no rule comparable to the Senate’s Byrd rule, it may use 
other devices to control the inclusion of extraneous matter in reconciliation 
legislation. In particular, the House has used special rules to make in order 
arnendmems that strike such matter. 


Impoundment and Line*Iteni Veto 

Impoundment 

Although an appropriation limits the amounts that can be spent, it also 
A^»Hi€iw« the expectation that the avulable fiinds will be used to carry out authorized 
activities. Hence, when an agency fails to use all or part of an appropriation, it 
deviates from the intentions of Congress. The Impoundment Control Act of 1974 
(Title X of the Congressional Budget and Impounding Control Act of 1974, as 
amended) prescribes rules t .id procedures fr>r instances in which available funds are 
impounded. 

An impoundmern is an action or inaction by the President or a federal agency 
that delays or witMioIds the obligation or expenditure of budget authority provided 
in law. The Impoundmern Control Act of 1974 divides impoundments into two 
cat^ories and establishes distinct procedures for each. A dk/rrro/ delays the use of 
funds; a rescission is a presidential request that Congress resdnd (cancel) an 
appropriation or othw form of budget authority. Deferral and rescission are otchis ive 
and contyrebenaive cangotiea; an intyoundnient is either a rescission or a deferral — 
it cannot be both or something else. 

Ahhoigh anpoundmenu are defined broadly by the Impoundment Control Act 

of 1974, in practice they are limited to m^or actions that affect the level or rate of 
expenditure. If every “actkm or inaction” — the phrase used in the Impoundment 
•Control Act of 1974 — that slowed the rate of expenditure were deemed to be an 
impoundment, there probably would be many thousands of impoundments e^ year. 
In fact, at moat only a few hundred are reported. As a general practice, only 

dehbeifee Offtaifananls of expenditure are reported as impoundments; actions having 

other purposes that inddently affect the rate of spoiding are not recorded as 
impniindm ents For example, if an agency were to dday the award of a coinract 
because of adispute with a vendor, the delay would not be an impoundment; if the 
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delay were for the purpose of reducing an expenditure, it would be an impoundment 
The line between routine administrative actions and impoundments is not clear and 
controversy occasionally arises as to whether a particular action constitutes an 
impoundment. 

A particularly difBcuh-to-identiiy impoundment occurs when the rate or level of 
spending is deliberately slowed through indirect administrative means. For example, 
if an agency cuts the size of the staff processing grant applications it might spend less 
on grants than the amoum provided by Congress, even if it does not expressly 
impound the funds. These actions have come to be known as “de facto” 
impoundments. 

Rescissions. To propose a rescission, the Presidem must submit a message to 
Congress specifying the amount to be rescinded, the accounts and programs involved, 
the estimated fiscal and program effects, and the reasons for the rescission, h ultiple 
rescissions can be grouped in a single message. After the message has been submitted 
to it. Congress has 4S days of “continuous session” (usually a larger number of 
calendar days) during which it can pass a rescission bill. Congress may rescind all, 
part, or none of the amount propos^ by the Presidem. 

If Congress does not approve a rescission in legislation by the expiration of this 
period, the Presidem must make the funds available for obligation and expenditure. 
If the Presidem 6uls to release funds at the expiration of the 45-day period for 
proposed rescissions, the comptroUef general may bring suit to compel their release. 
This has been a rare occurrence, however. 

DefcrralL To defer funds, the Presidem submits a message to Congress setting 
forth the amount, the affected accoum and program, the reasons for the deferral, the 
estimated fiscal and program effbcts, and the period of time during which the funds 
are to be deferred. The Presidem may not propose a deferral for a period of time 
beyond the end of the fiscal year, nor may he propose a deferral that would cause the 
funds to lapse or otherwise prevem an agency fiom spending appropriated funds 
prudently. In accounts where unobligated funds remain available beyond the fiscal 
year, the Presidem may defor the funds again in the next fiscal year. 

At presem, the Presidem may defer only for the reasons set forth in the 
Antideficiency Act, including to provide for contingencies, to achieve savings made 
possible by or through changes in requirernems or greater efficiency of operations, 
and as specifically provided by law. He may not defer funds for poUcy reasons (for 
example, ip curtail overall federal spending or because he is opposed to a particular 
program). 

The comptroller general reviews ail proposed rescissions and deferrals and 
advises Congress of their legality and possible budgetary and program effects. The 
comptroller general also notifies Congress of any rescission or deferral not reported 
by the Presidem and may reclassify an improp^ classified impoundmem. In all 
cases, a notification to Congress by the comptroller general has tlw same legal effect 
as an impoundmem message of the Presidem. 
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The Impoundment Control Act of 1974 provides for special types of legislation 
— rescission bills and deferral resolutions — for Congress to use in exercising its 
impoundment control powers. However, pursuant to court decisions that held the 
legislative veto to be unconstitutional. Congress may not use deferral resolutions to 
disapprove a deferral. Further. Congress has been reluctant to use rescission bills 
regularly. Congress, instead, usually aas on impoundment matters within the 
framework of the annual appropriations measures. 

Line-Item Veto 

During the 104th Congress, the Line Item Veto Act (P.L. 104-130; 1 10 Slat. 
1200-1212) was enaaed as an amendment to the Irnpoundrnem Control Act of 1974. 
Initially, proponents of the legislation had sought to empower the Presidem to veto 
individual items of appropriation, largely as an antidote to' what was perceived as 
unnecessary, wasteAU, and unjustified sptmding added to appropriations bills by the 
House and Senate. 'This authority was widely described as comparable to that 
possessed by the governors of most states. 

The authority granted to the President under the Line Item Veto Act differs 
markedly from the veto authority available to most chief executives at the state level. 
First, the President may not vao indivkhial pans of legislation. Under normal 
constitutional procedures, the President must approve or veto any measure in its 
entirety. His authority to use the line-item veto comes imo play only after a measure 
has been signed into law. Second, this authority applies not only to annual 
appropriationa, but extends to new entitlonent spending and targeted tax benefits as 
well. The line-hem veto authority is in effect for 8 years, fi’om the beginning of 1997 
through the end of of 2004. 

The Line Item Veto Act reverses the presumption underlying the process for the 
consideration of rescissions urxler the Impoundmeitt Control Act of 1974. Under the 

Line Item Veto Act, presidential proposals take effect unless overturned by le^slative 
action. The act authorizes the Presidem to identify at enactinem individual items in 
legislation that he may propose not go into effect. The identification is based not just 
upon the statutory language, but on the entire legislative history arxl documentation. 
The Presidem must notify Congress promptly of his proposals arid provide supporting 

i n fonn a t i oiL Congress must respond whihn a limited period oftitne by enacting a law 

if h warns to disapprove the Presidem’s propos^ otherwise, they take effect 
pennanemly. 

Presidem exercised line-hem veto authority for the first time on August 
1 1, 1997, fe an hem of direct spending in the Balanced Budget Act of 1997 

and two limhed tax benefits in the Taxpayer Relief Act of 1997. Later that session, 
he used the line-hem veto to cancel dozens of discretionary spending projecu in 
. several of the regular appropriations acu for FY1998.* 


* These actions are discussed in Congrtssional Budget AcHons in 1997, by Robert 
Keith, CRS Issue Brief 97008, updated regularly. 
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For Additional Reading 


Glossaries 

The General Accounting Office is required by statute to develop, maintain, and 
publish periodically a budget glossary for the federal govenunem. (This requirement, 
found in 3 1 U.S.C. 1112, was added to the Legislative Reorganization Act of 1970 
by Section 801(a) of the Congressional Budget Act of 1974 (88 Stat. 327-328).) The 
most recem glossary, A Glossary of Terms Used in the Federal Budget Process 
(GAO/AFMD-2.1.1), was issued in January 1993. 

In addition to the GAO glossary, the Office of Management and Budget includes 
a glossary in ixs Analytical Perspectives volume of the annual budget submission, the 
Congressional Budget Office appends a glossary to its annual report on The Economic 
and Budgei Outlook, and the Congressioaal Roearch Service's manual on the federal 
budget process (dted below) provides a glossary in Appendix D. 

Finally, many private publications contaiB budget glossaries. For example, terms 
associated with tte legisl^ve process, including many budgetary tetmi are defined 
in Congressional Quarterly’s American Congressional Dictionary (second edition), 
prepared originally by Walter Kravitz in 1993 and revised in 1997. 

Coogressioiial Research Service Producls 

The most extensive explanation of the federal budget process prepared by the 
Congressional Research SeiMce is provided in the following reports; 

• Manual on the Federal Budget Process, by Allen ScUck, Robert Keith, and 
Edward Davis. CRS Report 91-902 GOV, December 24, 1991, 218 pages; 
and 

• Budga Process Changes Made in the I02nd-103rd Congresses (1991-1994), 
by Robert Keith and Edward Davis. CRS Report 95-457 GOV, March 31, 
1995, 14 pages. 

• Budget Process (Changes Made in die lOd* Congress (1995-1996), by Robert 
Kei^ CRS Report 97-44, Decendier 27, 1996, 19 pages. 

As ment i oned above, the 1991 CRS manual includes a bud^ glossary. The 
other twoCRS repoits update the explanation of the budget process through the 104* 
Congreea AfiiUy revised end updated version of the manual will be issu^ in 1998. 
Many other C^ products and services, including reports and issues brieft, 
Videotapes, and seminars, are available on dififerem fiuets of the federal budget 
process. 
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Budget Enforcement Act of 1997: 
Summary and Legislative History 


Sammary 

In July 1997, Congress completed action on two reconciliation bills: (I) the 
Balanced Budget Act of 1997, which reduced mandatory spending; and (2) the 
Taxpayer Relief Act of 1997, which reduced revenues, but induded partially officttmg 
revenue increases. President Climon sifted the measures imo law on August S, as 
P L. 1 OS-33 and P.L. 105-34, respectively. Together, the two reconciliation bills 
implemented most of the deficit reduction and tax relief policies underlying the 
bipartisan budget agreemem between President Climon and congressional leaders, 
roKhedinMay, and the FY1998 budget resolution, adopted in June. (The remainder 
of the spending reductions necessary to achieve a balanced budget are expected to 
occur in the annual appropriations process each year- under revised budget 
procedures, discussed below.) 

An importam elemem of the reconciliation measures is changes in the federal 
budget process. The changes ate intended mainly to ensure compliance in the coming 
years with the muhi-year budget policies set in the legislation, thus presetvii^ the 
deficit reduction achieved by the two bills and maintaining the path to a balanced 
budget They ate included in a SQMtete title on budget enfirreement, which is tefbrred 
toastheBui^Enfirrcemem Act(BEA) of 1997. The House initially included the 
budget process changes in the Balaticed Budget Act of 1997, and the Senate initially 
includ^ comparable changes in the other reconciliation bill. During confierence 
action on the two measures, the House and Senate decided to include the budget 
process changes in the Balanced Budget Act. 

The budget process changes called for in the bipartisan budget agreemem and 
the FY199S budget resolution primarily involve an extension of currem budget 
enforcemern procedures establisM undm the Budget Enforcemem Act (BEA) of 
1990. These procedures include discretionaiy spending limits, covering annual 
appropriations acts, and a pay-as-you-go requirement, covering legislation affecting 
mandatory spending or revenues Both sets of procedures are enfi>rced by 
sequestration and were scheduled to expire at the end of FY199S. 

The BEA of 1997 extends the discretionaty spending limhs and pay-as-you-go 
requireraeal for legislation enacted through FY20Q2. In addition, it makes perinanem 
several ch i ng Bi in the congre ss iooa l bud^ process made on a temporary biais by the 
BEA of 1990, induding the requitcniem that budget resohnioos cover five, rather 
than three; years Furtto, the BEA of 1997 makes marry technical and 
conforming changes, correcting certain drafting errors in the B^ of 1990 and 
bringing the law up to date fbr various changes enacted during the interim. Fmafor, 
it makes other changes in the sequestration and congressional budget processes, 
mostly minor ones thtt ratify recent changes in practice. 
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Budget Enforcement Act of 1997: 
Summary and Legislative History 


In late July 1997, the House and Senate completed action on two bills 
implementing lecondliation directives contained in the FYI998 budget resolution.' 
One bill, the Balanced Budget Act of 1997, H.R. 2015, reduced mandatory spending 
and increased the statutory limit on the public debt. The other bill, the Taxpayer 
Relief Act of 1997, H.R. 2014, reduced revenues, but the reductions were offset 
partially by significant revenue increases. Presidem Climon signed the measures imo 
law on August 5, as P L. 105-33 and P.L. 105-34, respectively.' 

Together, the two reconciliation bills itnpleinemed most of the deficit reduction 
and tax relief policies underlying the bipartisan budget agreemem between President 
Clinton and congressionai leaders, reached on May 2, 1997, and the budget 
resohitioii, adopted by the House and Senate on June 5. These policies are expected 
to lead to a balanced budget by FY2002. (The remainder of the spending reductions 
necessary to achieve a baUnedd budget are expected to occur in the annual 
approptiatioos process each year undes revised budget procedures, discussed below.) 

An important element of the reconciliation measures is changes in the federal 
budget process The changH are intended mainiy to ensure compliance in the coming 
years with the multi-year budget policies set in the legislation, thus preserving the 
deficit reduction achieved by the two bills and maintaining the path to a balanced 
budget They ate included in a separate title on budget enforcement, which is referred 
to as the Budget Enforcement Act (BEA) of 1997. 

The House initially mduded the budget process changes in the Balanced Budget 
Act of 1997, and the Senate initially included comparable changes in the other 
recnnciliaiionbil, the Taxpayer Relief Act of 1997. During conference action on the 
two measures the House arid Senate decided to include the budget proceas changes 
in the Balanced Budget Act 

This report provides a legislative histoty of the BEA of 1997 and summarizes iu 
features 


'Thedheedveswere includBdinSeGtioB 104 (Raconciliatien in the Senate) and Section 
105 (Rsooneilianan in (he Houae afRrprteenratiiei) of HCoaRea. M, the bud^ resohition 
fiir P(199l (see pagee 15-20 of the c onfer e n ce report and pages 103-106 of the 
acco m pa nying jcim explaetaloty st ate m e nt , H.Rapt 105-1 16, June 4, 1997). 

' For moie i nfoem ai i c n regarding oengreaeionai and p r ra i dt e eia l action on theca 
measures see: Congmtiona/ BanS|WAenont hi 7997, by Robert Keith. CRS Issue Brief 
97008, updated paeiodicaily. 
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Legislative History 

Devdopmem of the BEA of 1997 began many months before the legislation was 
considered by the House and the Senate. In anticipation of the need to extend 
existing procedures under the Budget Enforcement Act of 1990, scheduled to expire 
at the end of FY1998. and to make technical and conforming changes to budget laws, 
staff of the House and Senate Budget Committees began working on the same basic 
draft legislation. The two co mmi ttee s also involved the Congressional Budget Office 
(CBO) and the Office of Management and Budget (0MB) in the development of the 
legislation. Before the House and Senate considered the BEA of 1997 as pan of the 
reconciliation process, a commitment to budget process change was made in the 
bipartisan budget agreement and reaffirmed during action on the budget resolution. 

Bipartisan Bodget Agreement and Budget Resoivtion 

House and Sena- s action on the budget resolution wu preceded by budget 
negotiations between congressional leaders and the President. Some informal 
discussions took place earher in the session, but negotiations began in earnest on 
March 31. On Fri^, May Z President Clinton and congressional leaden announced 
that they had reached agreement on a plan to balance the budget by FY2002. An 
extensive written summary of the agreement was finalized on May 16.’ 

The agreement consisted of 10 general items, separately enumerated, as well as 
budgetary tables and explanations of policy assumptions in specific program areas. 
Under the agreement, the House and Senate were charged with developing a budget 
resolution, and subsequem spending and revenue legislation, consistem with the 
assumptions laid out in the agreement The fifth general item addressed the treatmem 
of the budget process included in the agreement: 

S. Agreed budget process items will be included in the budget 
resolution (as appropriate) and reconciliation, and are set forth 
in the budget process description in cl u d e d in the Agreement. 

The budget process description appended to the agreement is provided verbatim 
in Figuc 1. 

For the moat pait, the agreement called fbr the extension through FY2002 of 
>iri<iii g Md l ' m ' i iiiM* procedures under the Budget Enfbrcement Act (BEA) of 1990. 
These procedures, involving discretionary spending limits and the pay-as-you-go 
(PAYGOhraqutrement, otherwise would have expired at the end of FY199S. 
Procedures with the discretionary spending limhs were to be modified, 

mainly to estabiiah deftnse and nondefimse categories of discretionary spending fi)r 
FY1998 and FYI999. The balances <m the PAYGO scorecard were to be reset to 


’ The M of the sgrecmeoi was induded on pages 7S-92 of a prim of te Senate Budget 
Conanuee (issued in lieu of a co nan i lt e e repM on the budgn reeohi t io n) : Coneurrtm 
RuoltiikmanthiBiidgM: FTfW.S.Prt 105-27, May 1997. This doeumaet is available 
on the Internet at http://www.aectss.gpo.gani/congnss/stnatt/s 0 iaiiO 6 .html. 
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zero, so that the deficit reduction achieved through reconciliation (and the enactment 
of other measures) could not be used to oS^ future increases in direct spending. 

Figure 1. Budget Prucest Changes 
in the Bipartisan Budget Agreement 

Extend diacretionafy caps to 2002. 

• Extend and reviae di jcr et i on a iy caps for 1998>2002 M 
agreed levels shown in taUes nduded in this agreement, and 
extend currant law te quee t e r enfitr ee ment mechanima. 

• Whhitt dia cre t i o nai y cape, ritabBsh separate categories 
(firewaUa) for Defonse and Non-Deftnae Diacmianafy 
(NDD) at agreed levela shown in agreemem taUm for each 
year 199B>1999 with is e or i ated seq n esl a r firewal 
e nforce me n t at provided ni BEA for 1990-9}. 

I • Retain current law on sepa ra te crime cape (VCRTF) at 
i levela shown in agreemnntaMan 

• Extend and update speciai allowaaoe for oudqm aatend 
ex i sting a d p istm ent for emergencien 

I • Cap adjustment for ea rh a n gmofmone tai ymtetst such an 
New A t r an gementa to Botrow,, sod te "WMiwiniMi 
Qf]0flniBttoii tfnvK. 

I ^ 

Extend PAYGO to 2002. 

I 

; Revim the asaet sake rale, which prohfeis sooting the proceeds of 
I asestndss, to score jfnatpwsaesvalneodalsssci rimed cash fawn 
' would not increaae the (Wlcii;sGaria|gifilowod, baaed on cask 
! cabct,nolNPV. 

I TheSupatfendtaxahalnatbeuaadManwnnaoaaL 

j Radhon paygo belsnres to aara^ inefadhv those derived torn 
I budget agreaeaanL 

i Pro v ide for debt Baait mcrame suflfeiem; to tsttend Bnift to 
{Psew>sri5,199». 


The House and Senate quickly acted on a budget resohition in accord with the 
budget agraamem The House But^ Committee repotted its version of the budget 
rea(dutioiCH.CoaRes. 84 on May 18 (KRept 10S*100). The Senate Budget 
Commhtea repotted its version, S.Con.Res. 27, on May 19 (the oMasure was 
accompanied by a 206-page committee prim — Conamtitt Resohitkm on tht 
Budget: Fyi998, S.Pit. lOS-27, May 1997 — rather than a repoit). 

Early in the morning of May 21, the House adopted the budget resolution 
(H.Con.Res. 84) by a 333-99 vote. The Senate began c on s id er a tion of tbs budget 
resolution on 20, adopting it by a 78-22 vote on May 23. Conftrem quidcly 
resolved the larg^ technical difierences between the two versions (dealing mainly 
with nonbinding sense-of-the-Senaie statementsX reporting the budget resolution back 
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to their chambers on June 4 (H Rept. lOS-1 16). The House and Senate agreed to the 
conference report the next day, by votes of 327-97 and 76-22, respectively. 

As finally adopted by the House and Senate, the budget resolution contained 
several budget process provisions in Title □ (Budgetary Restraints and Rulemaking). 
First, Section 201 set forth discretionary spending limits for FY1998-2002, consistem 
with the Uinits recommended in the bipartisan budget agreemen t , to be used for 
enforcement only in the Senate. The section also established a point of order in the 
Senate against the consideration of any budget resolution or spending bill that would 
violate the limits. The budget resolution did not contain any House procedures 
regarding discretionary spending limits. 

Second, Section 21 1 revised the asset scoring rule in a manner consistent with 
the recommendation in the bipartisan budget agreement. 

Finally, several other sections provided ’reserve funds* in the House, Senate, or 
both bodies, under which enforcement procedures woulu be arijusied automatically 
to allow the consideration of particular spending measures u long u they were deficit 
neutral. Several of the reserve funds for the Senate provided for adjiutment of the 
discretionaty spending limits in the budget resolution fi>r legislation affKting the 
International Monetary Fund and arrearages of international organizations; the 
bipartisan budget agreement contemplated similar adjustments in the statutory 
discretionary spending limits. 

House Action on the BEA of 1997 

On June 25, 1997, the House took up the first ofthe two reconciliation bills it 
wouldconsiderthatwe^tbeBalanoedBudget Actof 1997. Under the terms of the 
rule providing for the consideration of the two reconciliation bills, HRes. 174, an 
amendment to the Balanced Budget Act of 1997 developed by Representative John 
Kasich, channan ofthe House Budget Committee, wu considered as adopted when 
the House agreed to the rule.* The Kasich amendmea made changes in various titles 
ofRR. 2015, as reported, and also added a new tide, Title XI — Budget Enforcement, 
referred to as the Budget Enforcement Act (BEA) of 1997.’ Later that day, the 
House pasted the bill as amended by a vote of 270-162. No changes were made in 
the bill other than those made by the Kasich a m e ndm e n t (The House passed the 


* Seciian 1 ofHRet 174 providBdfcr the eutonaie adoption ofthe Kasidi ani e n*n e nt; 
itwMietinedloatamenhneatnundiered I (as primad in the Cortgressiono/ Record of June 
24, 1997, at pages H4364414375). No odiera m e u dmeta s were made in order under the rule. 
One motian to recommit with msottctions was iqected and another was rakd out of order. 
H.R. 2015, « amended by the Kasich amenteeet is primed in the Congrvsrtom/ Record of 
June 25 at pages H4416-4454. 

’ Pursnant to Section 310 of the Co n g rtee i rei al Budget Act of 1974, the Mget 
Ccnaniiieae receive reconciliation submissione fiem inet i ucied oonanitleas and report them 
in an bill "withom eubstamiye revisian.* Consequee^, if the House Aidget 

Ccmmiilee wishes to mehide budget precem dien g ne in a l ecwir i li at i on biO, it mum do to 
through a floor amendsMBt 
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other reconciliation bill H R. 2014, the Taxpayer Relief Act of 1997, on June 26; 
budget process changes were not included in the bill.) 

The BEA of 1997 first was developed as a free-standing bill H R. 2037, which 
was introduced by Representative Nick Smith (for himself and Representative Kasich) 
on June 25. A brirf explanation of the BEA of 1997 was included in the Rules 
Committee's report on H.Res. 174 ‘ The same explanation was inserted into the 
Congressional Record by Representative Smith.' 

During consideration of the nile on KR. 2015, several Members expressed their 
concent that the enforcetnem procedures added by the Kasich amendmem were 
i n ad e qua t e.* A bipartisan group of Members voiced their suppon for an alternative, 
an amendment developed by Representatives Joe Barton and David Minge. The 
Barton-Minge amendment was based on a free-standing measure. H R. 2003 (also 
entitled the Budget Enforcement Act of 1997), that they had introduced with others 
on June 20.’ The amendment had not been made in order under the rule, but 
Representative Joe Moakley (ranking minority member of the Hoi le Rules 
Committee) indicated that he would seek to have the amendmem made in order, as 
one of a series of amendments, if the nile were amended.” However, the previous 
question on the nile was ordered by a vote of 222-204, thereby precluding 
Representative Moakley from amending ^ nile and obtaining consideration of other 
amendments. 

Advocates d* the amendment also were unsuccessful in a second attempt to add 
it to the bill. A motion to recommit RR. 2015 with instructions, offered by 
Representative Sherrod Brown (of Ohio), included the Baiton-Minge amendment, as 
well as various other provisioos.'' The motion wu ruled out of order on the ground 
that it contained nongermane matter. 

During conaderation of RRes. 174, R e p resen tative Gerald Solomon, chairman 
of the House Rules Committee, discussed with Representative Barton an "ad hoc 
agreement* with the House Republican leadership that might lead to consideration of 


* See RRept 105-132, June 25, 1997, page 6. 

’ See the lemsifcs of RepneaBsmive Snilh in the Congressional Record at June 25, 
1997,atp^H4576. 

' See the renarks of Repicaentaiivea Barton, Wanp, Viscloaky, Stanhoim, and others 
in the Congressional Record at ham 25, 1997, at pages H43S9-H4394. 

’ Forasunmary of the bill see The Proposed Budget Enf o r ce m en t Act of 1997 (H.R 
2003), by James V. Satuno, CRS Repoit 97-713 GOV, July 18, 1997, 5 pages. 

” The Dai ton- M ings a m e n d m e nt was printed in the Cowgfeisionaf Record of June 23, 
1997, at pagm H4402-H440I, as one of the aerisa of am e n ^ n e n ta that Representative 
Moakley proposed to make nr order if the previous question on the tula wee deftaled. 

" The motion to leeommii. and the laiaiBg and disposition of the point of order againat 
it, oeeasem dm Congressional Record at Jam 25, 19^, at pagm H4593-H4602. 
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budget enforcement legislation on the House floor later in July.‘' In ftilfillment of this 
agreement, the House on July 23 considered H R. 2003, rqectii^ it by a vote of 81- 
347, 

Senate Action on the BEA of 1997 

As mentioned previously, the Senate decided at first to include budget process 
chan^ in the revraie recondliation bill rather than tlw BalatiMd Bu^t Act of 
1997 IntheSenate,thatbiil,S. 949, initially was entitled the Revenue Reconciliation 
Act of 1997; the title was changed to the Taxpayer Relief Act of 1997 in conference. 

The Senate began consideration of S. 949 on June 2S. On the third day of 
consideration, June 27, the Senate took up several amendments dealing with budget 
proceu diaiiges. By a vote of 98-2, the Senate adofned dw Drmien^/Lautetfosg 
amendment (number S37), oflfaed by Senators Pete Domemd and Frank Lautenberg, 
the chairman and ranking minority member of the Senate Budget Committee, 
re^ieaiveiy. TIh. anoidment adM a new Titte 3CVI (Budget Enfixcemem) to the 
biU.*^ Ahhwgh the new title effectively constituted the Set^ Budget Committee's 
version oftheBEAofl997.it did not contain a short tide. The Domenici/Lauteoberg 
amendnwnt vras modified by unaiunous' ccxaem m mcmponte a Biden^lnunm 
amendment (nunfoer 539) involving the extension of certain procedures rtiated to the 
Violent Criim Reduction TrusuFund. 

On June 27, the Senate also adopted, by a vote of 92-8, an amendment by 
Senator Robert C. Byrd (number 572) adjusdi^ the time limits snd other procedures 
appBcaUe in the Senaro ^taing tlm consnfetmkm of re«mciliatx» mroaures. hi 
addition, the Senate rejected separate motions to waive the 1974 Congressional 
Budget Act, preventing action on the following amendments that proposed budget 
process chan^: 

(1) the Graimn amendment (number 566X to restore deficit targets 
(dec&ingto zero fiir FYlOOl and thereafter) enfixcesMe by setpestratkm and 
to allow revenue reductions to be oSm by discretionsty spendhig reductions; 

(2) the Bumpers amendment (nunte 568), to proinbit the scorir^ of 
revenues or spend^ from the sate ccrtam fed^ la^ 

(3) the Craig amendmem (number 569X to modify the Senate^s pay-as-you- 
go p^ of onter to prohfoit the use of revenue increases to p^ fi>r direct 
spcnifing incressas; 

(4) the Brownbe ck /Kohl smendmens (nunfosr 570X to estaUiah direct 
gtSBi^ tmgets and a sso cia te d enfo r cement procedures; 

(5) the Frist ■nendmsnt (number S7IX to esttbfah a 60-vote pomt of onter 

againat any tegtetetion that incteaaes the deficit after FY2002 and to requife the 
1^'MNlHtt to biu^cts^ tod 


’’ SesrhstenwksafRepnMBCBlivsa Sobanaa and Banoa iate Corqpesstemf Rtconf 
of June 23, 1997, at pagm H43894M390. 

The text of fee DeeMBciAaateaben anMotoant is ptovidad ■ lha Congresimnof 
Reeonforinaald, l997,atpagaaS6S33-6S41. 
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(6) the Abnham amendment (number S38), to ensum diet revenue windfalls 

to the federal Treasuiy are reserved for tax or deficit reduction. 

Finally, the Senate passed the Revenue Reconciliation Act of 1997 later on June 
27, by a vote of 80-18. (The Senate passed the other reconciliation biU, S. 947, the 
B a l ance d Budget Aa of 1997, two days earlier, on June 2S, budget process changes 
were not included in the bill.) 

Conference Action and Presidential Approval 

Conferences on the two reconciliation bills began on July 10 and 1 1, with the 
Republican leadetahip announcing its intent to complete action on the two bills before 
the beginning of the August recess. On July 30, t^ House agreed to the conference 
report (HRept lOS-217) on the Balanced Budget Act of 1997 by a vote of 346-8S; 
theSenateagreedtotheconferencereportonthemeeaureon July 31 byavoteof85- 
IS. On July 3 1, both the House and Senate agreed to the conference report (H Rept. 
lOS-220) on the Taxpeyer Relief Act of 1997, by votes of 389-43 and 92-8, 
respectively. 

On August S, President Ginton signed the two biUs into law. The Balanced 
Budget Act of 1997 it P.L. lOS-33 (111 Sm. 2S1) and the Taxpayer Relief Act of 
1997 is P.L. 105-34 (1 1 1 5«ar. 7^8). 

The conferees incorporated the-budget process changes into Title X (Budget 
Enfbrcement and Process Provisions) ofthe Balanced Budget Act of 1997 (1 11 Sun. 
677-712). Section 10001(a) of the act provided the short title fix’ Tide X the 
"Budget Enforcement Act of 1997.” 

According to CBO est imate s, the combined impact of the Balanced Budget Act 
and the Taxpayer Relief Act is an increase in the deficit of S21 billion fix FY1998, 
followed by deficit decreases in subsequent years amounting to S9S billion in 
FY2002.'* The two acU reduce the deficit in the net by SI 18 billion over this five- 
year period ($198 billion in outlay savings partially ofita by S80 billion in revenue 
decreases). The net deficit reduc^ esnlM markedly in later years. 


Overview of the Act 

The bipaitiaan budget agreement of May 2, u reflected in the FY1998 budget 
resohitioiw called fix an extension of cutrem budget enfix e ement procedutes to 
ensue caenpfianoe tfatough FY20Q2 with the recommended deficit-reduction policies. 
T hr ee pt o c ed ui e i .principelly involving stamioiydiscwtionary spending limits and the 


CBO itipon. Vie Eeonomie and BudgHOuilook An Updm, StfmAm 
1997(availablsondiefaaenietatA^;//Wir.c6o.gov). ThemsiorpaiiGyelianiHinthetwo 
acts are d i s cu ssed in the fbUowing CRS icpons: Bndgu RteonelUaiUm In th$ 10^ 
Congrwt: AcMcWnr e Adbnced flHier ty 2002. CRS Report 97-620 EPW, updated 
August 2S, 1997; and Tht Taxpa^ RtItifAia «f 1997: An OrervMw, CRS Repoct 97-SS4 
E, September 11, 1997. 
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PAYGO requirement fiw legislation affecting mandatory spending or revenues, were 
scheduled under current law to expire. 

The discretionary spending limits and PAYGO requirement were established by 
the BEA of 1990, as an amendment to the Balanced Budget and Emergency Deficit 
Comnd Actof l^S. These medianisms weie imended to guaramee comj^anM 
the five-year (FY1991-1995) deficit-reduction policies contained in the Omnibus 
Budget Reconciliation Act (OBRA) of 1990 (P L. 101-508).“ The BEA of 1990 
relies upon seque^ration for enforcemem. Sequestration is a process involvii^ 
automatic, uniform spending reductions in "nonexempt programs,''* triggered 
generally after the close of a congressional session by a report issued by the OMB 
director. 

The BEA 1990 also made extensive modifications in the congressiottal budget 
processundertheCongresaionalBudget Aa(CBA)of 1974. hi particidar, the BEA 
established a new Title VI — Budget Ag^eemem ^orcement Provisions. The title 
made umpmary danges in the congressional budget process also aimed at ensuring 
compliant with the deficit-reductioo policies of OBRA of 1990. Stnne of the 
changes in Title VI included; ( 1 ) a requiremem that budget resolutions cover five, 
rather thu three, fiscal years; (2) a requirement that budget reaoiutkHi levels be 
enforced fiir the full five-year period; uid (3) modifications in the procethires for 
allocating and suballocating iuixlg in the budget resolution to committees. 

Many of the changes made by the BEA of 1 990 were set to expire at the end of 
FYI99S, but they were extended ^ the Omnibus Budget Reconciliation Act of 1993 
(PL. 103-66) thfX)ughFY1998. 

The BEA of 1997 extends the discretionary spending limits aad PAYGO 
requirement, eoftirced by sequestration, through FY2002. In addhioii, it makes 
permanent many of the tempoiaiy changes in Title VI of the CBA of 1974 (by 
repealing Title but incorporating its coaqwoema into other sectxns of the 1974 
act or the BBA of 198S). Fuither, the B^ of 1997 makes many techakal aad 
conforming changes, correcting certain drafting errors in the BEA of 1990 and 
bringing the law up to date fbr various changes enacted during the interim. Finally, 
it malres odier dianget in the sequeatiatioa and congressitmal budget processes; there 
changes are mostly minor ones that ratify recent changes in practice. 


Scction-by-Scction Summary of the Act 

The BEA of 199? is divided into two subtides. Sifotitle A groups ti^ether 
various amendments to the Congreaaiooal Budget and Impoundment Cottrol Act of 
1974 (P L. 93-344), as amended. The first nine tittos of the act, which are reftrred 


“ The BEA of 1990 is Tale Xm of OBRA of 1990. 

'* MarQi aooouets, progrems, end acdvioes tfs e se nga ftoea isdik i t fl a neder a ssqneeeer 
pmuaBttaSe^reaSSafteBBAoflMS. Sectwa 11207 cftfas BEA of 1997 reaendiths 
list i n g of c x c ng reed progreen. 




95 


CRS-9 

to as the Congressional Budget Act (CBA) of 1974. establish the congressional 
budget process. The last title of the act. Title X, is referred to as the Impoundment 
Control Act (ICA) of 1974; it establishes impoundmem control procedures, now 
including the line-item veto. 

Subtitle B consists of changes to the part of the Balanced Budget and Emergency 
Deficit Control Act of 1985 (P.L. 9^177), as amended, that establishes the 
sequestration process (Part C. Sectiottt 250-258). The Balanced Budget Act (BBA) 
of 1985 established deficit targets, which were replaced under the BEA of 1990 by 
discretionaty spending limits and a pay-as-you-go requiremem. The two seu of 
procedures under the BEA of 1990, like the earlier deficit targets, are enforced by 
sequestration. 


Section 10001. Short Tide; Table of Contents. The section provides a short 
title, the ‘Budget Enforcement Act of 1997,* and a table of cements. 

Subtitle A — Amendinciits to the Congrasional Budget and 
Impoundment Control Act of 1974 

Section 10101. AmendnMnts to Section 3. Section 3 of the CBA of 1974 
defines various tenns used in the congresaionai budget process. Section 10101 of the 
act revises the definition of ‘entjtlemem authdrity* in Section 3 and «dd« the food 
stamp program to the definitioa The revised definition makes clear that entitlemem 
authority is to be treated for purposes of budget enfixeemem as another fonn of 
budget authority. 

Section 10102. Amendments to Section 201. Title □ of the CBA peitains to 
the Congresaionai Budget Office (CBO). Section 201 of the CBA establishes CBO. 
Section 10102 ofthe act makm two technical changes to Section 201. First, Section 
201(aX3> which sets the term ofthe CBO director at fixir years, is rephrased without 
subaantive change to remove an obsolete date r efierenc e . Second, obwlete references 
to the Office of Technology A s se s smem and the Technology Assessment Boerd are 
removed. Fmafly, the first of two diflferem subsections designated as Section 20 1(g) 
is redesignated as Section 201(f), thereby cor tec ting a designation error made by 
Section 13202 of the BEA of 1990. The newly-redesignated Section 201(f) deals 
with revenue estimates. 

Sectiaa 10143. Amendmeats te Sectieu 202. Section 202 ofthe CBA seu 
forth the dutim and fimetions of CBO. Section 10103 of the act amends Section 
202(a) to provide that it shall be the 'primary duty,* rather than the ‘duty,’ of CBO 
to fia^ certain budgetary infiarmation to the House and Senate Budget Committees. 
The change wm meant to clarify the priority of CBO's duties, which also involve the 
other standiog committem ofthe Hotw and Senate and have been expanded recently 
by the Unfunded Mandates Refiarm Act of 1995 (P.L. 104-4). 

Also, Section 202(e), an oberalete provisioo that transfened theflinetions and 
p ersonnel ofthe Joim Committee on Reduction ofFederalEatpenditutes to CBO, is 
stricken and die fbOowing subsections are redesignated accort U ngly. 
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Section 202(e), as newly redesignated, is modified to require that CBO include 
in its annual report on the economic and budget outlook a statemem of the budgetary 
impact in the baseline of: ( 1 ) the extension of mandatory programs that exceed SSO 
million; and (2) excise taxes dedicated to trust funds. 

SectMM 10104. Ameadmcnt to Sectioa 300. The timetable of actions required 
by the congressional budget process is set forth briefly in Section 300 of the CBA, 
a^ the timing of particular actions also is addressed in subsequem sections. Section 
131 l2(aXS) of the BEA of 1990 amended Section 301(d) of the CBA to change the 
deadline ^ submission by House and Senate committees of their annual 'views and 
estimates” reports to the Budget Committees fi'om February 25 to within six weeks 
after the President submits his budget. The timetable in Section 300 was not modified 
in 1990 to reflect this change. Accordingly, Section 10104 changes the repotting 
deadUne in the timetable to make it consistent with the requirement in Section 301(d). 
Also, conforming changes are made in House Rules X ^ XLVm. (See the 
discussion of Section 301(d) of the act, below.) 

Sectioa 10105. Amendments to Section 301. Section 301 of the CBA 
provides fi}r the annual adoption of the budget resolution, spediying required and 
optional coments of the resolution and establishing procedum regarding iu 
development. 

* 

Section 10105 of the act changes Section 301 in several ways. First, the 
permanent requirement that budget resolutions cover three fiscal years is changed to 
a minimum of five years. The BEA of 1990 had put in place a temporaiy requirement 
(set to expire at the end of FY1998) that budget resolutions cover fi\« fiscal years; 
this change efiectively makes that requirement permanem. The Budget Committees, 
however, may rec on gnend that the budget resection cover a period loi^ than five 
fiscal years. 

Second, Section 10105 makes optional rather than mandatt^ the inclusion of 
total diiect loan obligatiaa and total primary loan guarantee commitment levels in the 
budget resolution and the accompanying report. These elements of the budget 
process eftettvely were made obsolete by the enactment rftfae Federal Credit Refitnn 
Act of 1990, which was in corporated into the CBA of 1974, u a new Title V, by the 
BEA of 1990. Under the Federal Credit Refitrm Act, credit activity is controlled 
primarily by the appropriation of budget authority fbr credit subsidies. Decisions 

regarding tfaa levels of such budget authority are enfixeed in the same manner u for 
other spending programs under the congressional budget process. However, credit 
subsidy levels are mfluenwid greatly by executive bra^ esthnatet of interest rM 
and deftuirriak. Consequently, this section retains the option fix Congremrf setting 
credit levels in the budget resohitioa should these interest and de fh u lt est im at es 
become subject to significant error in the fimire. 

Third, Sectioa lOlOS further modifies the optional contentt of the budget 
resohnioato include special 'pay-as-you-go* procedures in the Senate pertaining to 
theuseof'iaaervnfhni^’effiioivaiyratiiyingrecem Senate practice. Reacrvefiin^ 
enable committeas to pursue iacreued fiinding fix specified progrra whhin their 
jurisdiction when such '"■**—•— are not aaaumed in the budget resohitioa; ad p ist m ents 
are made in oonanittne allocatioiis and other levels, so that points of order under the 
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CBA of 1974 may not be raised, as long as the conunittee's legislation is deficit 
neutral. 

Fourth, Section lOlOS modifies the deadline for committees to submit their 
"views and estimates” reports in Seaion 301(d) of the aa, allowing the Budget 
Committees to set an alternative to the usual deadline of within six weeks after 
submission of the President's budget. (See the discussion of Section 300 of the act, 
above.) 

FiiUi, Section lOlOS revises the listing, set fonh in Section 301(e) of the act, of 
elements in the report accompanying a budget resolution. The revision distinguishes 
between required and optional dements. 

Finally, Section lOlOS amends Section 301(i) of the act, which establishes a 
point of order in the Senate against a budget resolution recommending a decrease in 
the projected surplus in the Social Security trust fiinds. As originally fnmed, the 
point of orxler appM only to a repotted budget resolution; the amends^ broadens 
the point of orto to apply to the budget resolution at all legislative stages. The 
change is consistent with the practice of the Senate during the past several years, 
which effectivdy expanded the appIkatioD of the point of order by means of 
provisions incorporated into the annual budget resolution. A header for the 
subseetkm also is inserted. Additionally, Section 32 of the FY199S budget resolution 
(H.Con.Res. 218 of the lOS** Congress), which inhially established the Senate 
practice, is repealed. 

Section 10108. Amcndinents to Se c ti o n 303. Section 302 of the CBA sets 
forth procedures fix’ the allocation and suballocation of spending levels in the budget 
resohnion to c o m m ittees and fix the en fo rcement of thew levels. TheBEAofl990 
added a new Title VI to the CBA of 1974 which, in part, established new allocation 
and enfixeement procedures that temporarily superseded those in Section 302. The 
temporary procedures in .hie VI were scheduled to expire at the end of FY1998. 
(See the dinnisaion of the repeal of Title VI of the act, bdow.) 

Section 10106 of the act, fix the most part, replaces the old allocation and 
enfixeement procedures under Sectkxi 302 widi the nesver procedures under Title VI 
and makes dm pennanenL Allocations must be made fix the period covered by the 
budget re s olution, except that alloc a tiont of appropriations are made for one yeer. 
The aUocadone and lubeUocations of appropriations must confixm to the categories 
used fix the discretioiieey s pe n d in g limits (including defimse, nondefonse, and violent 
crime reductian s pe n d in g, u appropriate). In addition, various technical 
modificatians are merle, such as dele^ refisrences to the allocation of 'entitlement 
authority* due to the to that the term is subsumed under the revised definhkxi of 
budget authority (see the discussion of Section 3 of the act, above). 

Further, Seedm 10106 changes the procedure fix contiiigent allocations to the 
House Appropriations Committee. When a budget resolution is not arlopted by the 
April IS rtrmffine, sty contingent allocations are based on the discretirxiaty spending 
Into (fix the appIknUa fis^ year) in the prior year's budget resohitkxi ratto than 
those in the P rtolenfs most recent budget 
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Section 10107. Amendments to Section 303. Section 303 of the CBA 
generally bars the consideration of spending, revenue, and debt-limit legislation for 
a fiscal year prior to the adoption of the budget resolution for that year. Section 
10107 of the makes technic^ and conforming changes in Section 303(a) and (b). 
Also, Section 303(c) is deleted; the subsection set forth a procedure by which the 
Senate could waive Section 303 by adopting a special waiver resolution. (After the 
first several years under the CBA, the Senate bc^an the practice of waiving Section 
303 by motion or by unanimous consent rather than by waiver resolution.) 

Section 10108. AmcndoMnt to Section 304. Section 304 of the CBA provides 
for revised budget resolutions. Section 10108 repeals Section 304(b), regarding the 
use of economic assumptions in a revised budget resolution, in order to remove 
ambiguities regarding the procedures applicable to such resolutions. The conferees 
stated their imem that all provisions of the CBA of 1974 apply to revised budget 
resolutions unless specific exception is made. 

Sectioa 10109. Amendment to Section 305. Section 30S(aXl) of the CBA 
provides for the offering of a highly privileged, non-debatable, and non-amendaUe 
motion to consider a budget resolution five days after it has been reported by the 
Budget Committee, excluding Saturdays, Sundays, and legal holidays. Clause 2(1X6) 
of House Rule XI, as amended in the 104* Congress, requires that reported bills 
resolutions lay over for five days.before they iriay be considered on the floor, but 
includes Satuidays, Sundays, and legal holidays in the coum when the House is in 
session. Section 10109 of the act amends Section 30S(aXl) and House Rule XI to 
coum Saturdays, Sundays, and legals holidays (if the House is in session) toward the 
five-day layover requiremem for budget resolutimis. 

Section 101 10. Amendments to Section 308. Section 308 of the CBA dealt 
with budgetary reports, particularly CBO cost estimates, scorekeeping tabulations, 
and budget projections. Section 101 10 of the act eliminates the tequitemems that 
information on credit authority be included in these reports, which effectively were 
made obsolete by the e mun iet a of the Federal Credit Refixm Act of 1 990, and makes 
other technical changes. 

Section 10111. AmendnMnts to Sec t i o n 318. Section 310 of the CBA 
estabHshee the budget reconaliarion process. Section 3 1 0(c) establishes a 'fiingfoility 
rule,’ which effe^vely allows committeet (essentially tte House Ways and Means 
and Senme Finance Coomittees) to alter the mix of spending and revenue changes in 
its reconciliation submistion, so long u the total amount of required changes the 
committeea were directed to make is achieved and neither the spendiag nor the 
revenue components are aftered by mote than 20 percent of the directed levels. 

Section 101 II oftfae act amends Section 3 KXa) to clati^r, in the case of House 
committees, that the 20-percem standard applies to the sum (tf the ’absolute value* 
oftheditected c hang e s in revenue and the directed changes in spendmg. Thechange 
makes dear that the finigibility rule may be used when a committee indudet revenuo 
.reductions in a measure, and that such revenue reductions do not cancei out spendmg 
reductions also contaiiied in the measure. 
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Scctioa 10112. Ameodments to Section 311. Section 311 of the CBA 
provides for a point of order against the consideration of any budgetary legislation 
that would cause the aggregate spending and revenue levels in the budget resolution 
to be violated. An exceptioa known as the "Fazio exception," is provided in the 
House for spending legislation in instances in which the committee reporting the 
legislation has stayed within its total spending allocation under Section 302(a). Also, 
Section 3 1 1 establishes a mechanism for enforcetnem in the Senate of the Social 
Security "firewall," which seeks to ensure that the long-term balances of the trust 
funds are not eroded. 

Section 101 12 of the act makes the point of order apply to spending for the first 
year of the budget resolution (as is current practice), but makes it apply to revenues 
for both the first year and the sum of all years covered by the budget resolution. 
Additionally, the section retains the Fazio exception and makes various technical and 
conforming changes. 

SectiM 10113. Ameadmeat to Section 312. Section 3 12 ofthe CBA pertains 
to the effectt of certain poims of order in the Senate. The section states that 
point of order in the Senate against an amendmem also lies against an amendment 
between the two Houses. Further, the section provides that when a poim of order 
under the CBA is sustained against a bili, it shall be sent back to the committee of 
jurisdictioa 

Section 10113 of the act amends Sectioii 3 12 for several dififbrent purposes. 
First, a general statement is made in Section 312(a) that the Budget Committees shall 
determine spending and revenue levels for purposes of enforcing Titles 01 and IV of 
theact (Similar statements made in other sections of Titles in and IV ate deleted by 
the bill and replaced by this single staternem.) 

Points of order formerly in Sections 601(b) and 60S(b) ofthe CBA, involving 
the enfixc e men t of discretiooaiy spending ILuts and maximum deficit amounts in the 
Senate, areretainedasnewSectiaa312(b)and(c).'’ New Section 3 12(d) states that 
a point of order under the act may not be raised while an amendmem or motion that 
would remedy the violation is pending befbre the Senate; this chame efihctiveiy 
incorporates the cutrem Senate practice. 

The two origmal provisions in Section 3 12, dealing with the efifocts of certain 
poims of order in the Senate, ate retamed u Seoion 3 12(e) and (f). 

Section 10114 A<ynstnM«s and Bndgat CeaunMae Datentinationa. 

Section 101 14 adds a new Section 3 14 to the CBA estaUialiing a procedure for the 
a^uatmem by the chainnen of the Budget Committoea of various budgetary levels, 
getntalyftrFY199S-20Q2. The a rjunman ts are made punuam to the consideration 


'’"MniiHaandtfiritnnniaei’weieaddmtDlhaCBAof 1974bytheBBAof 1983and 
expired at the sad of FY199S. The bin deleM the old naxanum deficit amaeals from the 
CBA (hyvaanofnpcalBigTtie VI) end does act provide new cnee. Mwieiheleee, the pcim- 
ofordn machaainB ie lanind (in a fixm ihet woeU epply antcnaticany if onxmann defieii 
amoMBts were incot p oratediaiD the MAcf 1903 ia die ftnnre). 
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of legislation in several different categories and are meant to parallel similar 
adjustments made automatically in the statutory disaetionary spending Umits. 

The budgetaty levels subject to adjustment are the discretionary spending limits 
and budgetary aggregates set forth in the most recem budget resolution, and the 
spending alloattions to committees made thereunder. Adjustmems may be triggered 
by legislation in the following five categories: 


(1) measures containing designated emergency amounts of discretionary 
spending, direa spending, or revenues; 

(2) measures flinding comimiiiqt disability revmws; 

(3) measures providing an allowance for the International Monetary Fund; 

(4) measures foiMling arrearages for international organizations, 
inmrnatkmal peacekeepn^ md naiUlaterri developneitt banks (but only for the 
period coveting FY1998-2000 and subject to a limit of $1 .884 billion in budget 
authority); and 

(5 ) measw es providii^ fiinds for an earned iimcmie tax credit omqtUance 
initiative, subject to annual limits ranging from $138 million fi>r FY1998 to $146 
million for FY2002. 

The adjustments made under this section apply while the legislation is being 
considered, but only take effect permanently wh« the legislation is enacted. The 
Approinunums Comnuttees aro iuthotked to reptnt revised sidnllocatioiis 
conformity to any adjustments that are made. 

Seciitni 101 14 ofthe act in part i^tlaces authority for certmat^istmena that 
had been authorized in Section 606(d) and (e) of the CB A. 

Sectieai lOllS. Effect Adt^itfon of a Spedal Order tff Bwiness in the 
House of Rcpreecntadivea. Section 101 IS oftheaa adds a new Section 3 IS to the 
CB A effeetiveiy {novidiiy that in the House a point of order under Titles m and IV 
wiU not fie agauM a repotted bfil if it is considered umkr a rule (a ’igtedal cmler of 
business'X reported by the House Rules Committee, that efiminates the violation. 
The change eUnmiates the need to waive die CBA under drcumstances where the 
violation woidd have been cured under the usuiri legislative practke. 

Section 10116. AnaMdaeM of Section 401 and Repeal of Sec ti o n 403. 
Sections 401 and MU of the CBA established eoninds over ”backdoor spendiag.* 
Specifically, the sections prohibit the consideration of legislation provid^ new 
spenfing auduti^ or new cie& authofiiy uideas such autfaoRty is made efibedve onfy 
to the extoK or in sudi amounts as ve provnled in anmial appropriadoot acts. 
Seedoo 101 16 ofthe act updates and consolidates theee controls. It merges the two 
secdons nyether into a new Section 401; Section AOZ is repealed and sifoseipMm 
secdons are renumbered accordingly. Swtion lOI 16 also deletes a provision in 
Section 401 that provided fiir the referral of certain endtlemem measures to the 
Appr^iriadoos Cotmaam for linuted review, and makes mher technical and 
confbrming changea in the sectkm and in House Rules X XI. and xm. 

Se^ion 10117. AaMadmenis te Tide V. Title Vtrf’the CBA known u the 
Federal Credit Refbtra Act of 1990, was added by the BEA 1990. Tide V 
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established a system for controlling the subsidized costs of loans, requiring that 
budget authority and outlays be budgeted for the estimated subsidy cost of direct and 
guaranteed loans. This cost is defoied as the estimated long-term cost to the federal 
govemmem of a direct loan or a loan guaramee, calculated on a net presem value 
basis, excluding administrative costs. 

Section 101 17 of the aa amends Sections 502, 504, and 505 of the CBA, 
essentially to incorporate technical and conforming changes recommended over the 
yearsbyOMB. In particular. Section lOI 17 darifies the definition of ’cost* and other 
terms. The conferees indicated their imeat that 0MB and CBO report 
recommendations on certain technical aspects of the credit process by March 30, 
1998. 

Section lOllt. Repeal of Title VL Title VI wu added to the CBA by the 
BEA of 1990. On a temporary basis (initially through FY1995 and later through 
FY1998), it extended the coverage of budget resohitiona three yean to five 
yean established certain enforcement nechanisms in the Senate, ihered the process 
for allocating and suballocating spending under Section 302, and established various 
other procedures imended to enforce the deficit reduction achieved by the Omnibus 
Budget Reconciliation Act of 1990 and the Omnibus Budget Recondliation Act of 
1993. Section 101 18 ofthe act repeals Title VI; various elements of the title are 
incorporated into other sections of tte CBA or the BBA of 1985 by the act (and are 
discussed elsewhere in this report). 

Section 10119. Aascndmcnli ts Section 904. Section 904 ofthe act in pan 
requires the afiSnnative vote of three-fifths of the Senate (60 Senators if no seats are 
vacam) to waive specified poiiiu of order in the act or to sustain an appeal ofthe 
chair's ruling on those points of order. In seven instances, the requiremem is 
permanent'* In the remaining instances, which generally involve the enforcement of 
various types of budgetary levels, the requirement is temporary. 

Section 101 19 of the bill reorganizes Section 904 to more easily distinguish 
between the provisions subject to the tequaemerttempota t ily and petmanently. Also, 
a new subsection 904(c) extends the efibctiveness of the temporary requirements 
through the end of FY2()02 (/.«., until September 30, 2002). In the past fisw years, 
the tempotaqriequircmeats had been encnded by a provision included in thebudget 
resohitioa 

ScctienlOUai Repeal of Sections 90S and 90C. Sections 90S and 906 of the 
act provide the original effisctive dates fttr the initial im p te Bs e nt at i on of the 
congresamnel budget process and certaia changss in the Presidenfs budget 
submission. Section 10120 ofthe act repeals these two obsolete sections. 


" These seven cases invaive a germaniwese lequirement for aiw e al i ii e H le to bodgn 
resohitions aad emmfenenw in dieagreameai on the cc nfewn ce repott; pwee ai ce at the 
-Budget C onaniil ee^s juri edic ti en; a deficit nennalily la quii e m e ni te sm e n ih n c n B to 
raocncihanoB measures; the *^ed Riiie* agemat extraneous metier in reeoneiliaiian measures; 
and the t hr e e - fift h s voting lequiremeras on waivers and appeals. 
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S««:ti9a 10121. Amendments to Sections 1022 ind 1024. Pan C of the ICA 
of 1974 (Sections 1021>1027) establishes the line-item veto process pursuam to the 
Line Item Veto Act (P.L. 104-130). Two sections. 10220)X1XF) and 1024{aXlXB). 
refer to the discretionaiy spending limits set fonh in Section 601 of the CBA of 1974 
Section 10121 of the act makes conforming changes to these references to reflect the 
transfer of the discretionary spending limits to Section 25 1(c) of the BBA of 1985. 

Section 10122. Amendment to Section 1026. Section 1026(7XA) of the ICA 
provides five definitions of the term "dollar amoum of discretionary budget authority." 
Section 10122 of the act corrects a drafting error in the section, replacing "and" with 
"or" before the fifth definitioa thereby clarifying that the definitions apply separately 
and independently, not collectively. 

Section 10123. Senate Task Force on Consideration of Budget Measures. 
Section 10123 of the act provides for the a p p o i ian ient of a six-member bipartisan task 
force to study floor procedures for the consideratioa of budget resolutions and 
reconciliation bills in the Senate under applicable secdoib of the CBA. Thetaskforce 
must submit its report to the Senate by October 8, 1997. 

During consideration oftheRevenieRbconciliation Act of 1997 on June 27, the 
Senate adopted the Byrd amendmern (number 572) by a vote of 92-8. The 
a m endmern proposed adjustments in the time liintts and other procedures applicable 
in the Senate during thie consideration of reconciliation measures. Although this 
provisioo was not retained in the BEAtrf 1997, the task force established by Section 
10123 is expected to address issues raised by the amendmcnL 

Subtitle B — Amendments to the Balanced Budget and Emergency 
Deficit Control Act of 1985 

Section 10201. Purpose. Section I020I states that the purpose of Subtitle B 
"is to extend discretionary spending limits and pay-as-you-go requiremems." 

Section 10202. General Statcnicat aad Dclinitions. Section 250(b) of the 
BBA of 1985 states that the act provides for the enforc e ment of deficit reduction 
assumed in the FY1991 budget resohitioo (H.Con.Res. 310, 101* Congress, 2"* 
session) through sequestration under discretionary spending limita, s psy-ss-yrw-go 
requirement, and (Mcit targets. Section 250(c) of the act sets forth the defentions 
of various terms used in the sequestration process. 

Section 10202(s) of the act amends Section 250(b) ofthe BBA to update the 
general statement u fisBows; "This part provides for budget enfirreement u called 
for in House Concutrem Resolution 84 (105* Congress, 1* session).* The measure 
dted is the FYI998 budget resohrtimi. 

Section 10202(b) of the act amends Section 250(c) of the BBA by adding, 
deleting, and modifying various definitions. Among other things, the section deletes 
two obsolete provisions, induding a definitioo of 'composite outlay rate;” modifies 
"caiegoiy* to mean defense; nond^nae, and violem crime reduction for certain years 
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and total discretionaiy for others; and modifies "outyear” to mean any of the four 
fiscal years following the budget year. 

Section 10203. Enforcing Discretionuy Spending Linuti. Section 25 1 of 
the BBA provides for the enforcement of ’general purpose” disaenonary spending 
limits (as set forth in Section 601 of the CBA) for tlw eigin>year period «>vering 
FY1991-I998. The section stipulates the rules and procedures to be followed in 
implemeniiiig a sequester under the discretionaiy spendit^ limits, including the timing 
of aetkm, eliminttion of a breach of a limit, the exemption of military pmonnd, the 
application of a sequester to a part-year continuing resolution, ’within-session 
sequestration” prior to July I and ”took-baclc* procedures after June 30, and 0MB 
coA estimates for discretionary spending measures enaaed into law. 

In addition. Section 251 of tlw BBA provides for periodic adjustments of the 
limits by the Presdem according to spedfi^ criteria, iiKtudii^; 

( 1 ) changes in concepts ^ nd definitions; 

(2) changes in inflation; 

(3) credit reestimates; 

(4) the enactment (^legislation providing compliance initiative funding tor 
the Internal Revenue Service (IRS), debt forgiveness for Egypt and Poland, 
funding for the International Monetary Fund (IMF), and emergency 
appropriatiotts; 

(5) specif aUowances of budget authority and outlays, in part to 
accomiiKxlate estimating difierences between 0MB and CBO; 

(6) the net costs associated with certain loan guarantees fx Israel; and 

(7) continuing disability reviews. 

Some of the criteria for adjustments were tied to the enactment of legislatkxi 
meeting specified r equ ir ements arid were in eSbet only for a portion of the eight-year 
peti(xl. 

Section 25 lA of the BBA seta fbrth separate discretionaiy spending limits fix’ 
programs under the Violent Crime Reduction Trust Fund (see discussion in the next 
seetkm, below). 

Section 10203 of the act extends the discretionaty spendmg limita, creates 
diferent camgocies of diacretionaty s pe n di n g, and modifies associ a ted proceihires. 

Sectiaa 10203(a) extends the limhs through FY2002, when the budget 
a gr eemeBraatiapams tha the budget will be balanced, and midees amfixnns^ 
changes throughout the section. While various criteria fix atijus^ the limitt are 
retail^ others (including some which are obsolete) are deleted, in c l u din g changes 
in inflation, credit reesrimatea. IRS fimding, debt ftsgivenesa, put IMF fiind^ 
special bui^ authority allowances, and certain loan guarantees fix IsraeL The 
special oudv aflowanoe is modified, and new agistments are added fix IMF fimding, 
imematiomri anearagea, and an earned income tax credft c(Hn{dimwe intiative. 

Section 10203(b) sett fixth the revised and extended diactetionaiy spending 
limitt. As in&medpnMoiaiy, new categories are used under the Unto; detoseand 



104 


CRS-18 

nondefenae, for FY1998 and FY1999; violent crime reduction, for FY1998-FY2000, 
and discretionary, for FY2000-2002. The new limits are shown in Table 1 

Table 1. Revised Discretionary Spending Limits 

(amounts in billions of dollars) 


Fiscal year 

Category 

Budget aalheiUy 

Outlays 

1998 

Defense 

269 000 

266.823 


Nondefease 

252.357 

282.853 


Violem crime reductioa 

5 500 

3 592 

1999 

Defense 

271.500 

266 518 


Nondefease 

255 699 

287 850 


Violem crime reductioa 

5 800 

4953 

2000 

Discretioaary 

532.693 

558.711 


Violem crane reduction 

4.500 


2001 

Discrenonary 

542.032 

564 396 

2002 

Discretioaaty 

551.074 

560.799 


N«ae TlKamaiaasoflMdaBiamianty and onlays sbomi in the table are taka from the text of the 
BEA of 1997 and do not reflect ai^ subsequent atitnmatic a^ustments. as ptovided fbr under law. 

Section 10204. Violent Crbne RedMtion Trast Fond. Section 310001 of the 
Violem Crime Control and Law Enfbreemem Act of 1994 (P L 103-322) established 
the Violem Crime Reduction Trust Fund, provided for the transfer of specified 
amminte for each of FY199S-2000 fitrni the general fund into the trust fiiiid, ^ 
authorized the appropriation of fiinds firom the trust fund fbr partioilar ann-crime 
purposes. The amounts transferred imo the trust fund are equal to the expected 

savings fiom implementation of Section S of the Fedcrai Wotiefixee Restructuring Act 

of 1994 ^.L. 103-226), which comenplated sigpificam reductions in federal 
personnel levels over ensuing years. 

Section 310001(g) of the act added a new Section 2S1A to tlw BBA, 
establiahing a spedai sequestration process that enforces a ma ial outlay limits for 
appropriatioos fiom the trust fimd. Section 3 10002 of the act red u ced the general 
purpose discretionary spending limits fbr the appropriate yean by the amounts of 
spending tonsfened into the trust fimd. In essence, the act recognized the sai^ 
from federal p ersonnel reductions and reduced the disetetionaty speriding limhs 
accordingly. A procedure fix’ enacting equivalem amo^ of spending fix the 
specified and-ciime purposes was set up, subject to the discipline of a separate but 
persIM xmueeli nil ei |itnf rriurn tn thr nnr ntehHihnd in ihr BP A fi** ir*****‘ 
diacret i o na iy pe n di n g, 

Section 10204 ofthe act repeals Section 2S1 A of the BBA and SMtion 310002 
ofthe Violent Crime Control and Law Enfixeemem Act of 1994. As discusaed in the 
section above, sp end ing fix vkfiem crime reduction programs is made subject to the 
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discretionaiy spending limits in Section 251 as a separate category Accordingly, the 
separate limits and procedures no longer are needed. 

Section 10205. Enforcing Pay*As- Yon-Go. Section 252 of the act provides 
for the enforcement of a PAYGO requirement for the eight-year peiiod covering FY 
1991-1 998. Under this requirement, the enactment of direth (mandatory) spending 
and revenue legislation thitt causes a net increase in the deficit would trigger a 
sequester to eliminate the increase. The section stipulates the rules and procedures 
to be followed in implementing a PAYGO sequester, including the timing of action, 
a "look-badc* procedure, elimination of a deficit increase, 0MB cost estimates for 
PAYGO legisl^on, and the treatment of emergency requirements. Legislation 
changing direct spending or revenues for emergency requirements, or providing 
funding to fulfill existing deposit insurance commitments, is not counted in the 
PAYGO process. 

Section 1 1 205 of the act amends Sectioa 252 of the BB A to extend the PAYGO 
requirement. The requirement itself applies to legislation enacted through FY2002. 
The procedures used to enforce the requirement do not expire until the end of 
FY2(io6 (r.e., Septem b er 30, 2006). Consequently, any l^islation enacted through 
FY2002 will be sutqect to enforcement of its five-year effects under the PAYGO 
process. 

* 

Additionally, Section 1 1205 modifies the procedures fi>r calculating a net change 
in the deficit, so as to avoid "double counting’ the effects of ceitain legislation, and 
makes other clarifying and confomiing changes. 

Scctioa 10205. Reports and Orders. Section 254 of the BBA provides for the 
issuance of preview, upd^ and final sequestration reports by OMB and CBO during 
the course of a session; oenain other repotts may be required under these procedures 
as well. Section 10206 of the act amends Section 254 to diininate an obsolete 
reporting requirement, pertaining to the optional adjustment of maxiinum deficit 
amounts (which expired at the end of FY1995), arid to reflea the extension of 
sequestration procedures. 

Section 10267. Exempt Progratns and Activities. Section 255 of the BBA 
lists various accounts, programs, and activities that are exempt, entirely or in part, 
from reduction under a sequester, including such hems as Soda! Secu^ beneflts, 
veteransf pngrsnnk na iniareat. and iouHncome programs. The section provides the 
President whh anhotity to exempt miliniy persoonel accounts flora a sequester tt his 
optioa Section 10207 ofthe as makes various technical and confbrmiiig changes in 
Section 255, rraduding changes that corxiixte the exemption for the program formerfy 
known u Aid to Families With Dependem ChUdren (AFDC). 

Seetian 1020«. C e n tr a l and Spedai Stq neet ra tien Rnlee. Section 256 of the 
BBA sets fixth ecoeptiona, limitationa, and apedal rules regarding the implementation 
of a sequester fix specified programs, including, among others, guaranteed studem 
loan programs, firster care a^ adoption assistance programs, Medicare, federal pay 
and administrative ci cp ens e a , and the Commodity CredhCorporatioa Section25^) 
provides in part that budgetary resources lequMered flom any account other than a 
trust or special fund accoum shall be permanently canc ele d . 
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Section 10208 of the bill makes various technical and confonning changes to 
Section 256 of the act, including changes affecting the student loan program and the 
Commodity Credit Corporation. In addition. Section 10208(g) amends Section 
2S6(k) to add revolvii^ funds and off^ing collections in appropriation accounts to 
the types of budgetary resources not permanently canceled under a sequesto- Such 
resources, barred fiom obligation during the fiscal year in which a sequester applied, 
would be available in later fiscal years, to the extent otherwise provided in taw. 

SectioB 10209. The Basciine. Section 257 of the BBA establishes rules and 
procedures for the construction of the baseliite used in the sequestration process. 
Among the various ftatures of the baseline methodology, no direct ^rending program 
with estimated current outlays greater than S50 million is assumed to expire; the 
inflator used to adjust non-personnel budgetary resources is the gross national 
product fixed-weight price index; and savings fi'om asset sales generally are not 
counted. 

Sect' on 10209 of the act amends Section 257 of the BBA to provide thtt only 
those direa spending programs with current-year outlays in excess of $50 nullion, in 
existence on or befisre enactment of the Balanced Budget Act of 1997, are assumed 
to continue for purposes of the baseline;'OMB and the Budget Committees will 
consult on the treatmem of new programs. 

In addition. Section 10209 changes the inflator used to at^ust non-personnel 
budgetary resources to the domestic product chain-type price index, allows the 
counting of non-loan asset sales only if the sale does not res^ in a financial cost to 
the federal government, and makes other technical changes. 

Sectioa 10210. Technical Correctioa. Section 258 (Modification of 
Presidentiai Order) of the BBA establishes procedures for the modificatioa by 
Congress of r presidential sequestration order through the enactment of a joint 
resolution.** Section 13101(f) of the BEA of 1990 added a new Section 258, 
inteixfing replace the old Se^on 258 with comparable, but updated, provisiois in 
Section 2S8A. In an apparent drafting error, however. Section 13101(f) fiuled to 
repeal the old Section 258. Section 10210 of the act repeals that section. 

Sectiea 10211. Jndkiai Review. Section 274 of the BBA provides for 
expedited judidai review of any court actions brought by a Member of Congress (or 
other persons) oa the pounds that the issuance ot a sequestration order by the 
Presiita is unconstitutional or not in compliance with the terms of the act. Section 
10211 ofthe act makes technical and Gonfotming changes in Section 274. 

Secdeai 10212. Effisctive Date. Section 275 of the BBA establishes eSbctive 
dates and etpimion dates fi>r diffaem sections. The nqnration date in Section 27$, 
the last day of FY1995, effoctiveiy was extended by Sectk» l4002(cX3KA) of die 
Omnibus Budget Reconciliation Act (OBRA) of 1993. Section 10212 of the bill 
provides that the sectiona of the act dealiiv with discretionaty spending limita. 


'’This is die first attm sectiens drsigwiBd 258; the second »ch seeden is headed 
"Suspensian in the Event ofWar or Low Ctowth.* 
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maximum deficit amoums, and flexibility in the implementation of a sequester of 
defimae spending shall expire as the end of FY2002, the remaining sections of the act. 
dealing with the PAYGO process, among other matters, shall expire at the end of 
FY2006 Also. Section 10212 of the act repeals Section 14002(cX3KA) of OBRA 
of 1993. 

SccthM 10213. Rcductioa of PtecxistiBg Balances and Exclusion of EITects 
of This Act Froni Paygo Scorecard. Section 10213 of the act reduces existing 
PAYGO balances to zero (for all fiscal years covered by the BBA, as amended) and 
ban the inclusion of savings stemming flom the Balanced Budget Act of 1997 and the 
Revenue Reconciliation Act of 1 997 in any PAYGO calculations. The effect of the 
provisioa is to ensure that deficit reduction fiom the two reconciliation acts cannot 
be used under these procedures to ofl%et any future legislation increasing direct 
spending or reducing revenues. This action is comparable to actions taken in past 
years following the enactment of miyor defiot-reduction legislation.” 

TaMe 2 provides cross refisenccs between sections of the BEA of 1 997 and the 
sections of the CBA of 1974 and the BBA of 1983 that were amended. 


”Fbrt9iaiVle, SetantdOOl of Tide IV in OivisiaB A (1 10 Sun. 3009, pege 1449) of 
tteOniifoueCc n i n l iil Wi il A p piBpnwiCMAa; 1997 (P.L. 104-208) least a negmivcPAYOO 
baknee tv FY1997 to am; ihe negaem bataaea was altribulabk laigtiy 10 aavingi fioB the 
PMomI Respeaihilily aad Woric Oppoctoaily ReconcilialioB Act of 1996 (P.L. 104-193) 
aad the Fsdsnl Agrieutoiral h ag w vet a sa and Refonn Act of 1996 (P.L 104-127). 
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Table 2. Cross References to Amendments 
Made by the BEAofl997 


Scctieaefifee 
BEA of 1997 ■ 

Heading 

Pagenn. 
(Ill Seat) 

ScCtKMOftiM 
act ■wnirtHt 

10001 

Shoft Title: Table of Contents 

677 


Subtitle A — Amendnieiits to the Coagrestional Budget and 
Impoundment Comrol Act of 1974 


10101 

Amendments to SecQon 3 

678 

3 

10102 

Amendments to Section 201 

678 

201 

10103 

Amendments to Section 202 

678 

202 

10104 

Amendmern to Section 300 

679 

300 (and House 

RidesXand 

XLVni) 

lOlOS 

Amendments to Section 301 

679 

301 

10106 

Amendments to Section 302 

680 

302 

10107 

* 

Amendments to Section 303 

683 

303 

10108 


684 

304 

10109 

Amendment to Section 30S 

684 

303 

10110 

Amendments to Section 308 

683 

308 

10111 

Amendments to Section 310 

683 

310 

10112 

Amendments to Section 31 1 

686 

311 

10113 

Amendment to Section 3 12 

687 

312 

10114 

A^ustmenis 

688 

314 (new) 

101 IS 

E0bet of Adoption of a Special 
Order of Busiest in the House 
of Repieaentatives 

690 

313 (new) 

10116 

Amendment to Section 401 and 
Repeal of Section 402 

690 

401, 402 (and 
House RulmX 
andXI) 

10117 

Amemhaents to Tide V 

692 

302, 304, 303, 

306 

10118 

Repeal of Title VI 

693 

601-607 

10119 

Amendments to Section 904 

693 

904 

10120 


696 

903,906 
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Scctiawortha 

BEAari997‘ 

Hend^ 

Pi^nn. 

(Ill am.) 

SeetMuafthe 

10121 

Amendments to Secdoos 1022 
and 1024 

696 

1022. 1024 

10122 

Amendment to Section 1026 

697 

1026 

10123 

Senate Task Force on 
Considefabon of Budget 

Measures 

697 

— 

Subtitle B — AmeBdineatf to the Balanced Budget and 

Emergency Deficit Control Act of 198S 


10201 

Purpose 

697 


10202 

General Statement and 

Oefinitiaos 

697 

230 

10203 

Enforcing Discretioiiary 

Spending Lunits 

69S 

231 

10204 

Violent Crime Reduction 
Spending 

702 

23 1 A (and 

310002 of P.L. 
103-322) 

10203 

Enforcing Pay-AS'You-Go 

702 

232 

10206 

Repofts and Orden 

704 

234 

10207 

Exenqx Programs and 

Activities 

704 

233 

1020S 

General and Special 

Sequestraban Rules 

708 

236 

10209 

TheBaseUna 

710 

237 

10210 

Technical Cotrectian 

711 

238 

10211 

Judicial Review 

711 

274 

10212 

EflbctivaOaie 

712 

273 (and 14002 
ofPL. 103-66) 

10213 

Reduction of Preexiating 

Balanwn and ExclusioB of 

Eflbeta of TUa Aa From Paygo 
Scoteeaid 

712 



' "BEA’idknlollKBailgeiEiiCHceaiealAclsf l997fntleXafP.L. 105<33).MeaiGttdiiaola« 
OB AugMS, 1997; “pigi M.* refai 10 ite p*gi onatar in ibe liip law (vobw 111 of the 
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Points of Order in the Congressional Budget Process 


Summary 

The Coi^resskmal Budget Aa of 1974 (Titles I-K of P.L. 93-344, as amended) 
created a process that Congress uses each year to establish and enforce the parameters 
for budgetary legislation. Enforcement is accomplished through the use of points of 
order, and through the reconciliation process. Points of order are prohibitions against 
certain types of legislation or congressional actions. These prohibitions are enforced 
when a Member raises a point or order against legislation thu may violate these rules 
when it is considered by the House or Senate. 

This report summarizes poims of order under the Congressional Budget Act of 
1974, as amended through the Balanced Budget Act of 1997 (P L. 105-33), as well 
as points of order established in the budget resolutions adopted by Congress in 1995 
(H.Con.Res. t7, 104“ Congress) and 1997 (H.Con.Res. 8- , 105“ Congress). In 
addition, it describes the process used for waiving these points of order. 

This report updates an earlier report:- U S. Library of Congress, Congressional 
Research Service, Points <4 Order in the Congressional Budget Process, by Edward 
Davis, CRS report 94-874 GOV (Washington, 1994). 
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Points of Order in the 
Congressional Budget Process 

Introduction 

The Congressional Budget Act of 1974* established the basic framework that is 
used today for congressional consideration of budget and fiscal policy. The Act 
provided for the adoption of a concurrent resohitioa on the budget (budget 
resolution) as a ntechanism for coot dina t ii ^ congressional budgetary decision malting. 
This process supplements other House and Se ate procedures fi)r consideting 
spending and revenue legislation by allowing Congress to estabUsh and enforce 
parameters with which those separate pieces of budgetary legislation must be 
consistem. The parameters ate established each year when Congress adopts the 
budget resolution, setting forth overall levels for new budget authority, outlays, 
revenues, deficit, and debt. 

These overall levels are then allocated to the various co mmi tte es in the House 
and Senate responsible fi>r spending or revenue legislation. These overall levels and 
allocations are then enfiarc^ throu^ the use of points of order, and through the 
reconciliation process.’ Points of order are prohibitions against certain types of 
legislation or cor^iessioiial actions. These prohibitions are enfi>rced when a Member 
raises a point or order against legislatitm that is alleged to violau these rales when it 
is considered by the House or Senate Points of order are not self-enforcing. Apoint 
of order must te raised by a Member on the floor of the chamber before the presiding 
officer can rale on its application, and thus for its enforc e ment. 


'The Cof^resaxaisl Budget Act (Titles I-DC of P.L. 93-344) has been amended on a 
number of occasienssinoe its enactment The meet salient of the modi fic a ti o n e has been as 
a result of the HiiHy mA F m p j ygy TMteit rwuml A/a rf 1983 (P.L. 99-177, 

also known as Gnann-itiidman-HoUints or CRH); The Balanced Budget and Eamgeacy 
Deficit CcmiolRaafliiinaiian Act of 1987 (P.L. 100-1 19); The Budget E nfo rcement Act of 
1990 (Tale Xm of Ihe Onanbus Budget Reccnci l ialim Act of 1990, P.L. lOl-SOS); Tide XIV 
of the Onanfous Budget R rcnnr i li e tin u Act of 1993 (P.L. 103-60); and Title X of the Balanced 
Budget Actof 1997 (P L. lOS-33). 

’The prooees is an optional procedure set forth in section 310 of the 

Cotveeaianal Budget Act. First used in 1980, lecondlintion is a tuoetep procese triggered 
when the budget resolution inrhnhn inst r uctio n s to one or more ccmmili eefs) direding them 
to reco mm e n d changes in revenue or sp e n di n g laws neceeesry to achieve the overall levels 
agieedlo. ty «1»I Him w—id— 4 tn rule nr more le emdlimion maenitee 

under esipediied procedures. Certain ftaiuresofthareconcilistianpraoem an enforced by 
poiaa of order that an in cl u de d in dua rspotL For mon on the nco n d li a iic n praoen 
generally scK U.S. Library of Congress, Congteesionnl Research Service, MmmI on the 
Aifond Aidjpr Pracan, by Allen Schiele Robert Kadh, and Edvrard Davis. CRS nport 91- 
902 GOV (Washn^ton, 1991). 
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Although the congressional budget process encompasses myriad procedures 
dealing with spending, revenue, and debt legislation, this paper focuses only on that 
portion of the process that stems from the Congressional Budget Act. The tables 
below list the poims of order currently included in the Congressional Budget Act 
(Table 1), as well as related poims of order established in the FY1996 budget 
resolution (Table 2) and the Budget Enforcemem Act of 1990 (Table 3) that penain 
to the consideranon, comems, or implementation of the budget resolution. 

Poims of order are typically in the form of a provision stating that "it shall not 
be in order” for the House or Senate to take a specified action or consider certain 
legislation that is inconsistem with the requiremems of the Budget Act. There are 
other provisions of the Act, formulated difieremly, that establish various requiremems 
or procedures, particularly concerning the comems and consideration of the budget 
resolution or reconciliation legislation. These provisions, however, are not typically 
enforced through poims of order, and are not included here.’ 

As amended through the Balanced Budget Act of 1997, poims of order in the 
Congressioiial Budget Act are permanem.- None of the provisions listed in Table 1 
is scheduled to expire, although the requiremem for a thi^fifths waiver vote in the 
Senate will revert to a simple majority requiremem for certain provisions after 
September 30, 2002.* The fieestahding poim of order protecting the Social Security 
trust fond in the House established in the Budget Enfi>rcemem Act (Table 3) is 
likewise permanem. However, the provision for enfitrcing Pay-As-You-Go in the 
Senate (Table 2) is scheduled to expffe after FY2002. 


Appiicatioo of Points of Order 

MostpoimsofordcrintheBudgei Act apply to measures as a whole, as well u 
to motions, amendments, or conforence reports to those measures. When a poim of 
order is tustained against consideration of some matter, the efito is that the matter 
in question foils 

The application ofpoimsofordcr in the House is clarified in section 3 IS of the 
Budget Act This provision states that for cases in which a measure is considered 
punuam to a special nils, a poim of order which would ordmarily lie against a biU *u 
reported* would instead be consideted to apply to the text made in order by the nile 
M original text for purposes of arnendniem. In this way, no poim of order would be 


’Fbr exempli^ die p r olaWli o n agaiBetnictione to leeonanitooncutiemreeol u iio n s on the 
budgtt ■ the House under tection 30S(aX2) of the Act is typically not ooueled es a separaiB 
poim of order. Likewise, the lequiiemem under section 30S(a) of the Act Ibr r eport s on 
legielalion to iechidB cost ee tima i ee is not formulated as a poim of order, although die House 
has deemed it necessary n> formally waive the provision on occasion 

Tbw e v er . the m ex ina a n deficit emounta enforced in the Senase under section- 3 12(c) of 
the C nngrw ee inn a l B i al g et Act ate not currently s peci fi ed Di e c f e tionai y s pe n di n g lin^ in 
section 231(e) of the Halanred BudgM and Etnergency Defidi ConM Act (which am 
enfbroed in the Senate undm s ection 312(h) of the Congressional Budgw Act) am only 
specified through Pf2002. 
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considered as appiying (and no waiver would be reqrdred) if a substitute resolved the 
problem. 

Similarly, the effect of a poim of order in the Senate is clarified under section 
3 12(f) ediich provkto that whn a pmm of wder against a measure is sustained, ^ 
measure is recomnutted to the approptsme committee fbr at^ fiitther censkfotatioa. 
TMs allows the Senate an opportunity to remedy the problem which caused the point 
ofmder. Section 3 1 2(d) is also designed to |»ovide the Smiate with the onmitunity 
to remedy a problem that would provoke a poim of order. Tins provision states that 
a poim of order may not be raised againat a measure, amendment, motion, or 
confisence report while an amendmem or mmk» which would remedy the problem 
is pending. 

Section 3 l^e) clarifies dim any poim (border whidi would an^ in the Smam 
apinst an amendmem also applies amendments between the Houses. Further, 

this section also states that the effism would ”be the same as if the Senate had 
disagreed to the ammidmem.* TMs would allow the Senate to keep the underiyii^ 
measure pending, and thus retain the ability to resolve their difSsren ces with the 
House. This provision theiefbre means thminy resolution of the diffidences between 
the House Senam passed vmskxis of a measwe, whether h is in the fixm of a 

conference report or not, must adhere to the provisions of the Budget Act. 

One mqor exception to dte rgipficmion (d'patna of order to meaames as a whcde 
is section 313, the so-called Byrd Rule. This section applies to matter ’contained in 
any title or provision* in a reconciliation MO or resolution (or confbrence report 
thereon), as wefi as a^mnenihnemM’ motion. Ifaprrimofotder is sustained under 
this section, the provision in question is stricken, or the amendmem or motion fidls.’ 


Procedures for Waiving Points of Order 

The C oogr ea nooai Budget Act sets forth certain procedures, under section 904. 
for waiving pornts of order utaler the Act. These waiver procedures apply in the 
Senate only. Under these imcerhiies, a Seamrr may make a motion to waive the 
application of a poim of order erthar preemptively befisra it can be rais e d , or after it 
is raiaetl, but be^ the presiding officer rules on its merits. 

In the SenatOi moat points of order under dw Budget Act may be waived only 
by a thretsffilhB vote of all Senatoti duly chosen and sworn (60 votes if there are no 
vacaDGsaalL Moat of dMss three-fiffiis re^titeraentt are tengrorary, and me currently 
scherkilad to expiie at the end of FY20Q2 (tea footaotc to TaUe I). Three-fifths 
wtiws wm fint cfttbliilHd uodv tbt Bkiliiicod nws j EoMf^iOGy Dcdcit 
Conooi Act of ms ahhoinfi maiqr have bean extended and mo^ad dvough the 
Airdiar changaa in the budget ptooaaa Threa-fifffia voms ate also reqiured ^ dm 


’Section 3l3<e) ptovidm a special pmeedam kr fimhm r wnii da ta i in n of a meatnte 
should a poim of oidir undm das taction be susiaintd agtiaai a peovnion as a eordtoenoa 
ttpoiL 
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Senate to waive the point of order established in the budget resolution for FY1996 
(Table 2). 

In the House, Budget Act points of order are typically waived by the adoption 
of "special rules" — simple resolutions reported from the House Rules Committee to 
provide for consideration of legislation by the House — although other means (such 
as unanimous consem or suspension of the rules) may also be used. 
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Table 1. Points of Order Under the Congressional Budget Act of 1974 


Section 

Description 

301(g) 

In the Senate, prohibits 
consuletatioii of a budget 
resolution using more than one set 
of ecooonuc assumpbaos. 

301(i) 

In the Senate, prohibits 
considetation of a budget 
resolution that would decrease the 
Social Security surplus in any 
fiscal year covered by the 
resohibon. 

302(c) 

Prohibits the consideratian of any 
measure within the junsdictiaa c€ 
the House or Senate 

Appiopriatians Committees thnt - 
provides new bu^pt authority fin 
a fiscal year until the comminee 
makes tte subaliocatiao requited, 
by secoon 302(b). 

302(f)(1) 

In the House, aAer actioa on a 
budget tesohitioo is completed, 
prohibits consideraDon of 
legislaiion providing new budgw 
authority fin any fiscal year that 
would cause the appUcabk 
ailocatian of new budget authority 
made pursuain to sechon 302(a) or 
(b) fin the first fiscal year or fin 
the total of ail fiscal yean to be 
eaoeeded,^ 

302(0<2KA) 

b the Senate, after a budget 
lesohnian is agreed to, prohibHs 
conauiBratitii of legisiabon (fleas 
conBisBss odwT tfean iht 
Appropriations CcmmiBee) dan 
would causs the applicable 
allocaBon of new budget authority 
or oudsys made pursuant to 
section 302(a) fin the firm fiscal 
year or fin the total of all fiscal 
years to be cmeeded. 


Applkatioa 

Senate 
waiver vot^ 

Budget 
resolution, 
amendment, or 
conference 
i^ort. 

Simple 

maioniy. 

Budget 

lesdutian, 

amendment. 

motion, or 

conference 

report 

Three-fifths.* 

Bill, John 
resotuaott. 

Three-fifths.* 

mociao, or 
cooftrcBcr 
repoft. 


BilLjoim 

resohitiQBa 

ammkncttaOr 

conferenw 

report. 

n/ft 

KlLjohn 

rcioliitiOBa 

Three-fitti.* 

motion, or 


report. 
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Section 

Description 

Applicatiott 

Senate 
waiver vote* 

302(fK2XB) 

in the Senate, after a budget 
resolubon has been agreed to. 
prohibits consideration of 
legislatian ftom the Appropnabons 
Committee that would cause the 
applicable subaliocation of new 
budget authority or outlays made 
pursuant to section 302(b) to be 
exceeded. 

Bill, joint 

resolutioa 

amemhnent 

motion, or 

conference 

report. 

Three-fifths.* 

303(a> 

Prohibits considetatian of 
legislatioo providing new budget 
authority, an increase or decrease 
in revenues, an increase or 
decrease in the public debt limit, 
new entnlemeoi authority (in the 
Senate only), or an increase dr 
decrease in outlays (in the Senate 
only) ftir a fiscal year until a 
concuneat icsohAon (or that fiscal 
year (or, in the Senate, a budget 
resolution covering thgt fiscal year) 
has been agreed to.^* 

Bill, joint, 
resohdion, 

moooD^or 

coofereace 

report. 

Simple 

mafonty. 

305(a)(4) 

In the House, prciiibits 
consideration of amemhnenti to a 
budget resolution relating to 
certam economic goals if the 
budget resolution does not set fiieih 
such goals, and requiiee such 
amendments, if in order, to be 
gcniiiDB. 

Amendment to 

abudget 

resolution. 

n/a 

305(bX2) 

In the Senate, prohibits the 
CQBSidsnKiOB of 

aiiinabiiteae to budget leeohitlcna 
(seelian 310(c) appUet das 
prohibitian to amendmenii to 
monnciliatinns legislation as well). 

Amendment to 
abudget 
resolution 
(or to 

legitlttioB). 

Three-fifths. 

305(cX4)- 

In the Senate, prohibits 

COOSidfinKlQB of DOO^BflllHlO 

distfiwBMBt to 0 bud|BC motaioB 
(section 3 10(e) applies this 
proUhilian to amenihaenlB in 

legislation as well). 

Amendment in 
disagreement to 
abudget 
resohition 
(or to 

foooBciliMiM 

Irgislaiinn). 

Three-fifths. 
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Section 

Dcacription 

AppUention 

Senate 
waiver vote* 

305(d) 

In the Senate, prohibits a voce on a 
budget lesolunoo unless the figures 
contained in the lesolutioa are 
mathematically consiscent 

Budget 
resolution or 
conference 
repoft. 

Simple 

majority. 

306 

Prohibits coosideratiaa of matters 
within the junsdictiao of the House 
or Senate Bui^ Committee 
except when it is a measure 
reported by the committee, or the 
committee IS discharged from 
fiuther consideration of the 
measure, or an amendment to such 
a measure. 

Bill resolution, 

amendment, 

molioii,or 

conference 

repon. 

Three-fifths. 

309 

In the House, prohibila 
oonsideratian of an a^ouinmea 
resolutian for more thm three 
calendar days during July uahl the 
House has approved all regular 
appropnanoos bills for the 
upcoming fiscal year. 

Resohmen. 

n/a 

310(d) 

Prohibits the considetation of 
ainendmenti to reconciliation 
legislation that would increase the 
deficit either by increasing oudaya 
or leducmg revenuea, except that 
in the Senate a motion to strike a 
provision shall always be in order. 


Three-fifths. 

310(e) 

In the Senate, prohibita 

AmendkiMBC. 

Three-fifths. 


ccatkkntiaB of DOOBBiiMM 
amenteenB to racoociliMioa 
Icfiaiatm or to ameotacan in 
disagitenieBt to raooociliition (by 
tefew nc o to wctioni 30S(bX2) 

305(cX4)). 

lntlieHoiii<,praliibiii Reiolunan. n/a 

retohiiion of more than dna 
calendar daya during July imlil tha 
Houae baa Bowpltied action on any 
lequiied reco n ril i a tinn h gi e la tion 


310(1) 
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Scctioa 

Dcscriptioa 

Application 

Senate 
waiver vote* 

310(g) 

Prohibits the considefatioa of 
reconciliatioii legislation that 
contains recommendatiaos with 
respect to Social Security. 

BiU, joint 

resohitioii, 

amendment, 

motion, or 

conference 

report. 

Three-fifths.* 

311(aHl) 

In the House, prohibits 
consideraiioo of legislatioo that 
would cause new budget authority 
or outlays to exceed or revenues to 
£sU below the levels set forth in the 
budget resolutiao for the first fiscal 
year or for the total of all fiscal 
years for which allocabons are 
made pursuant to sectton 302(a).^ '* 

BiU, joint 

lesolunon, 

amendment, 

matioiKOt 

conference 

report. 

a/a 

311(a)(2) 

In the Senate, prohibits 
consideraaon at Ifgislatifsi that ' 
would cause new budget authority 
or outlays to exceed the levels sat 
finth in the budget resohiticn fiir 
the first fiscal year, or levenues to 
£tll bdow the levels set fixth in the 
budget resohitiaa fix the first fiscal 
year or for the total of all fiscal 
years for which aliocatiaas are 
made pursuant to sectian 3()2(a). 

BiU. joint 
resohition, 

nM}doa.or 

conference 

report. 

Three-fifths.* 

311(a)(3) 

In the Senate, prohibits 
consideratiaa ^legislation that 
would cause a decrease in Social 
Security surpluses or an inmase in 
Social Security defidti rdative to 
the level set fia^ in the budget 
resolution for the first fiscal year 
or fix the total of all fiscal years 
fix which allocatione are n]^ 
pursuant to section 302(a). 

BiU,jciia 
resohition. 
amendment, 
motion, or 

report 

Three-fifths.* 

312(b) - 

bi tfaa Senate, prohibits the 

would cause any of tfaa 
discratioQify ^ 

specified in section 23 1(c) of the 
Btlnctd BudfBl tod EmcK^BDcy 
Deficit CaaBal Act of 1983, at 
amended, to be exceeded. 

Bdljoeat 

resolution, 

motion, or 

fCpOft. 

Three-fifths.* 
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‘This column indicates the t>pe of Senate vote (provided under sectton 904 of the 
Congressional Budget Act) necessary to approve a motion to waive the pomt of order listed. The 
term 'simple majority' means that the provision may be waived by a majority vote of the Memben 
voting, a quorum being present. The term 'three-fifths' means that a motion to waive the provisioa 
must be approved by three-fifths of the Members 'duly chosen and sworn.* For those provistons. 
which are marked with an asmrisk. the three-fifths requirement is scheduled to expire on September 
30. 2002 (under sectioo 904<e)). reverting to sunple majority at that time. The same voting 
requirement (either simple majority or three-fifths) would also apply to a vote to appeal a ruling of 
the chair connected with a point of order. The term 'n/a* is used for those provisions that apply in 
the House only. 

"Section 302(g) pf the Congressional Budget Act (knonn as the Pay-As-You-Go exception) 
provides that sections 301(fXI). 303(a) (after April 13). and 3 1 1(a) shall not apply in the House to 
legislatiaa (bill, joim resohmon, amendment, or conftrrace report) if ftir each fiscal year covered by 
the most itcendy agreed to budget resolutian such legislation would not increase the deficit if added 
to other changes in revenues or diiect spending provided in the budget resolution pursuam to pay-as- 
you-go procedures included under section 30 l(bXS). 

‘Secboa 303(b) sets fcrth exceptions to the prohibitiotis under 303(a). In the House, the poiru 
ofotder does not apply to: 1) advance dagehormiy new budget authority that first become available 
for the first or second fiscal year after the first fiscal year coveted in a budget resolution; 2) revenue 
legislation that is to first become eflbctrve after the first fiscal year covered in a budget resolution; 
3) general approprianotB bills after May 15; or 4) any bill orjoim resohmon unless it is repotted by 
aoonunitiee (see also Ubk note" above ftir an addmooalexoeplioo to 303(a) provided utxlersectiao 
302(g)). In the Senate, the pout of orrkr does not apply to advance appropriatioos ibr the first or 
second fiscal year after the first fiscal year covered in a budget resolutian. The appUcatiao of this 
poire of order to appeoptiatioos bills in the Senate is clarified under secdon 303(c) to prohibit their 
consideiation until after a budget resohmon for that fiscal year is agreed to and an alloration made 
pursuam to secnan 302(a). 

"Secdon 3 1 1(c) provides thm 3 1 1 (a) shall not apply m the House to legialaliao thm would not 
cause a committee's spending allocadon under 302(a) to be ex c ee ded. 

‘For mote infixmadoo on this provisiaa (knomi as the "Byid Ruk*) tee; U.S. Library of 
Congress. (Congressional Research Service, The Stitau's Byrd Rat* Agama Err wi w e u tir Matur in 
Reconcillalion Miasurts. by Robert Keith, CRS lepcrt 97418 (rOV (Washingicn, 1997). 

'Section 401(d) provides thm tecdcns 401(a) and 401(b) shall not apply to new s pe n di ng 
authority described in thoee secdcns that flow from: 1) a anti fluid estsbi ith ed under the Social 
Security Act or ariy other tnial flmd ftir rrhich 90 pooem or mote of its expeadituics are supported 
by drrlka s rd rewnues; 2) oemm wholly orvned or mixed orvnerthip go v en u nem cotpotadcns; or 3) 
^fls or bequestt made to the United Stales fix a specific potpcae; 
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TaMt 2. Point at Order Under H.Con.Res. d? (10^ ConprcM) 
(Budget Resolution for FY1996) 


Section 

Description 

Appikation 

Senate 
waiver votef 

202(b) 

bi ibe Seoatt, prohibits 
consideratiaii ^ any direct 
spending or revenue tegislatioo that 
would inenMe the deficit for the 
fint fiscal year covered by the 
most reccnlty adopted bodgst 
resohiaon.tte period of the fiist 
five fiscal yean coveted by the 
most reoeasiy adopted bud^ 
resolution, or the five fiscal yean 
following the first five fiscal yean 
covered by the most recewiy 
budpBl resolutioB. 

Bill, joint 
resolution. 

^fOGOCfaBSCOKp 

motiooeor 

COOtcVCDOQ 

report. 

Thiee-fiflhs.* 


*Thit atan indiaui iht t)rp* Smuu von oonany «» aev*** • oMte 10 tiN paia 

rfcSerimm TfoiBM*iiii«ilMllu*naueilut«awioe»wiiwt>epio»MiflenBnbeuppwwS 
bjrtlii«»4fttiaftheMeanm*4al)rclMMaaadtMn.* ThiipniviaMif icfeMlnMMaipiieoo 
S«pMiite30.2002(uDdnMcnaa202(|)grtUfba>l|amotaUeo>. TteMnM«Mii«nqMnMi 
would tiM tpply M a voii w uipMl a mlioeaf ilM chair cqaaMMl witfc ■ poiei otadn. 


Tables. Point of Order Under PJ..101>50S 
(Budget Enfor c e n i ent Act of 1990f 


Sectisn 

Descripdott 

AppHcatian 

Seroto 
waiver vata 

13302(4 

ta the Housa, prohteui 

would provide to a net inertaM in 
Sociil Socoriiy bcBBfili Of 
decieaw in Sci^ Seewity tsaes in 
cKoeas of 0.02 peroant of to 
piaaant vahte of fttnue taxaMa 
poyral to a 73-^iear period, or in 
excaai of $230,000,000 to to 
first 3*year patiod after it beeonna 
aftotivu* 

■KB. joint 
raaohnon. 

tepoK. 

afo 


n^ii jpnMrioB ii 9 ftiHMriMilS pNWNta flf aMSaC cTte BudfU EafaMMU Act of 1990 
nUa xm «rths OwUhaa Mpi RKoaaUaiiQa Aa of 1990). 

*SeGaea l33Q2(k) prondai tiM tha pehu of ante would Ml apply M ■•iWMiaa dMi lUdM 

Sochi li i c^niw iMiaaMiirfteii i ii lwId i ww ua t itf thter idu ciiBM aw afltetyantewlaai 
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The Appropriations Process and the 
Congressional Budget Act 


Summary 

Each year Congress considers a series of appropriations measures that provide 
funding for various federal programs. Th^ measures consist of r^fular 
appropriations, supplemental appropriations, and continuing resolutions. The House 
and Senate have established procedures that make consideratimi of these measures 
distinct from other legislative matters. In particular, the Congressional Budget Act 
of 1974 (titles I-K of P.L. 93-344) provides a timetabie for the consideration of 
appropriatioia, ami allows Co^ress to establish limitatims <m the level of fiuiding 
th^supfrfy. 
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The Appropriations Process and the 
Congressional Budget Act* 


Introduction 

The Constitution provides that "No Money shall be drawn from the Treasury, 
but in Consequence ofAppropiiadons made by Law. However, it does not establish 
ai^spec^ procedures for conskieration of spendii^l^siafroa limead, the House 
and Senate have (kveli^>ed rules and practices thm Rivera consideration o' 
a{^ptiations and other budgetary legislatioo pursuam to the constitutional authority 
of each chamber to "detmmiiie the Rules of its Proceedings.** It is nniW tins 
authofiq^ that the procedures outlined in tire Conperaonal Budget Aa of 1974 were 
enablisM. 

The Congressioml Budpt Afit created the Iresk framework thtt is used today 
for coi«tesaiooalcoiiaidennion(rf'bu(^ and iacd policy. The Budget Act provided 
for the adoptkm of a concurrent resohnkm on the budget as a medianism for 
coordinatii^ (ongteskmal budg^tsiy decision making. Hus process sup^emenis 
other House and Smsate ^otredures fr>r considering spending, revenue, and debt 
Iqpldmian by blowing Coi^pess to estabikh and enforce parameters with wMdi those 

separate pieces of budgetmy legyation must be imnsistem. For discretionary 

spendii^* whkdi is provided ini^)ro|matioos acts, these parameters arc ei^reced, 
in put, throu^ procedures contained in Title HI of the Budget Act These 
proceihireB coireiat of 1) a timetable for budgeiuy actkm; 2) a reqinrenrent diat the 
ovend totks agreed to in the budget resohition be alfocated in each chamber affloi« 


' For more on the t^propriaiiens praccaa generally, see U.S. Library of Congreaa, 
CaogreaaHnal Research Sereioe, ApyirajMMiam fhoeedkrer M by Stanley Bay, 

CRS Report 94-1009 S (Washiigglat: 1994), and Tim Ctmgrtssumal Apprppntaiom 
Pnctst: Ah burodmtm, by Sndy Stneier, CRS Report 97-4S4 OOV (Wasiwqpare 
1997). For more oa the budgat p rocee a generally see: U.S. Libraiy of Coognae, 
Congreseioaal Research Sarvioe, A to rim Fttknri Burigm Proetm, by 

Robert Keii, CRS Report 96^12 GOV (Waahingcan: 1996), rod Ae^japbramrenrAcr 
of 1997: SiMMiory and £«girfom«Mrrmry, by Robert Keifo, CRS Report 97-931 GOV 
(Washunten: 1997). 

* U.S. C on at i i m i on , Article L Section 9. 

* U.S. ConaiiMion, Aiticie L 5. 

* DiaereiiontcyapcndBgitooBaoaed ^oogh foe rVpropriaiiana pmoaas, whidi is used 
both to provide Ihndi rod to deietmiae their level, it is dkiiaguidMd from dheet epaadiai 
(e.g. eetilieniant authority or Food Starepe), for whieh the level ie eontrolied by tens ofosr 
thro apptoptiaiioaB aeta, ahhou^ foe budgaaty resoweas for aonre dmet spending pragraeae 

may hm jpaHt u iiAad m 
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committees with jurisdiction over spending; and 3) points of order to prohibit 
consideration of measures that would violate these parameters. 

Timing of Appropriations Consideration and the 
Congressional Budget Act 

The Congresaonal BudgM ett^lishes a timet^le for the conadeation of 
budgetary legialatioa This timetable (in Section 300) provides various deadlines; the 
following ones pertain to the appropriations process: 


May IS Annual appropriatiao bills may be 

ccnsideied in the House, 

June 10 House A|qMO{maiici8 Conmiitme lepoits 

last annual appropriatiaa bill. 

Junel O House complelM actkai oo annual 

appropriatiao biUs. 

October 1 Fiscal year begina. [all appropiiatiaaa 

actidns to be completed] 


These deadlines reflea the pace at which the appropriations procesa typically 
occurs. Because the conventional pattern for consideration of appropriations is for 
the Horae to origvate the measures, the deadlines focus on the House in otter to 
promote timely conaideration, and aHow sufficient time for Senate and conftrence 
coiutidetation. 

June 10 and June 30 serve as targa dates, and are not enforced by points of 
order. However, Section 309 does prohibit conaideration of an adjoummcnt 
restriuioB (tfloi^ tfan tine calendar d^ (fcarit^ Ally umfl the Ifouse has qqmv^ 
all regular appropriations biOa. By prohibiting any extraded sdjoummea period, this 
point of atia is clearly intended to reudbrce the targa dates indirectly. 

The May 15 date is HkewiaenM a fonnal deadline. Rstha, it is an enabling date 
for House appropriations actions, and serves as a spur the completion of 
congresaonal action (» the bud^ resohrikm. Sectkm 303(a) of the Bud^Aa 
proUbin considcritioa of legisiation providing new budga authority pm to 
agreement on the budga resoiutioa Howeva, unda an exception prodded in 
Section 303(bX tins {ntrinbition does not i^y to router ^rpcopriatfofa bflto 
considered in tte House afta May 13. There is no similar exception thtt appliea to 
Senate consideratiaiL 

More general timing issues are enflirced directly through points of onter. The 
intern of Section 303(a) is to prohibit the consideration of legislation thtt would 
implemoti budga priorities, uittil thMS primittes are estifofidied m the form of the 
budgtt resoiutioa Similatiy, Section 302(c) prohibits the consideration of 
a p propri a tions measures by the House or Senate until the Apprtytittions Committee 
of thtt chamber hu made the nfoeM o ca tk as required unda Seetkm 302(b). The 
intent is to prohibit considetation of measures implementing put of discretionaiy 
spendmg priorities until the Houae or Senate has had a chance to see how the various 

are expected to fit together. 
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The sun of the fiscal year is also part of the ometabie established in Section 300 
of the Act, and serves as a deadliite for completion of ai^Ht^niations actions ’ 

Enforcemea of dss date is inovided not throu^ a point of tvdw, bin ralwr throu^ 
the threat of a government shutdown if there is a funding lapse. Because 
ap|m)|xiations measures typically provide ftinding fbr the ^riod of a si^ fiscal 
yetf, aD t^^ropriatfoia meuines RBist be enacted prior to Ocufoer 1. or fiimfing must 
be provided on an imerim basis in the form of a contmuing resolution. 

Bievioudy, the Coi^mssionai Budget Act provided a deadUw firr reportiiv 
authorizing legislation. Iliis deadline was intend^ to supplement the requirements 
in House and Senate Rules that assume the enactment of tuthmizii^ l^jislatkm priori 
to the consideration of sf^oprimions. The result. howev«, was tfam ntth« than) 
promote the timely consideratioo of authorizations, the deadline tended to create tf 
bottleneck of l^pidation, making it difficult to complete floor acorni on authorizingi 
nwasmes prior moMBiderationt^at^mspriationsbifls. The deadfiae was repealed in< 
198S as pint of the Balanced Bud^ arid Emergency Deficit Control Aa of 198S. 


Allocations and Enforcement 

AUocadoas Under Section 302(a) 

One of the fieatures of the procen established under the Coi^ressiond Bud^x 
Aa is that the bui^ resolution is nof intended to impieinent the details of spend^ 
or revetaie policy. Instead, it is left to the co mm it te e s with jutistfiction over various 
spending and revenue laws to rqpott the legislation necessary fiir implemetnatioii. 
They are expeaed to report this legislasion in accordance with the piiotities agreed 
to in the budget resoiutkxL The budget resolution establishes spending priorities in 
terms of fiinctfopi cttcgodfls rather than in terms spendit^ fix ^)e^ i^eacies 
or programs. The amoums fix these functional categories are not binding, but they 
do |xov«ie a guide for how spending should be alloaued to each committee, based 
onitsjurisdictiais. The amoums arc then allocated, or ’crosswaUced,* and beonne 
bmdmgandenfixoedble.* These aUocmioiis of new budget authority (be) and outlays 
(o)’ are made under Section 302(a) of the Budgis Act, and appear in the ermforence 
Norton the bud get resohtriott The allocations to tiie~AppropriiUoiisT35nat»ea 
refleathirjurisdiction over all discretion ary spending programs. Section 302(fXl) 
pnriii^ the House from considering legisiiition that would cause a conm^tea^t 
aUocationorbu^aufooritytmdar 302(a) to be tsiceeded. The Seam operates 
underaslighilydiflbniillimitatioa. Section 302(fX2XA) prahaiits the Senate ftom 


’ The fiscal year was ehangsd to Oetobsr I to September 30 under Seetion SOI ofdw 
CoegraeriontoBa^ Act. as kvmeof^malh' enacted. Tine Section ««e kaer n^toeed by 
pnmenaBoftteFedsalCteditRefofmAaaf 1990.b«isaowoo£Ssdat3l &£C. 1102. 

* SiM— *» p ur i iila S Hmnh Au appuap rim ia — pme— far dut pe nfia i BS 

sv QPt flsibftnM il tflii 

’BudpsteMihBriiviepieseeisihe level ofnewbu dnttanrte seuteespievided in spendint 
lei>slatien,wbtoaeiontieysiepfBsem lbs protected level cfeeqwiditw dm to sillier 
arprevtousactien. 
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considering legislation that would cause a committee's allocation of either budget 
authority or outlays under 302(a) to be exceeded. 

Because Section 303(a) allows for the consideration of appropriations bills in the 
House even when Congress has not a^eed to a budget resolution, Seaion 302(aX5) 
provides guidelines for making allocations in those cases. As amended by the Budget 
Enforcement Act of 1997, this section provides that if a budget resolution is not 
adopted by April IS, an allocation for the House Appropriations Committee shall be 
submitted thtt is consistent with the discretionary spring levels in the previous 
year's budget resolution. Previously, such allocations in the absence of an agreement 
on a budget resolution were based on the President's budget submissioa 

Appropriatioiis and Discretionary Spending Limits 

The allocations made under Section 302(a) must be consistent with the 
discretionaiy spending limits established in Section 25 1 (c) of the Balanced Budget and 
Emergency D^dt Control Aa of 1985, as amended (Table 1).' Allocations under 
302(a) may not provide for spending thu would exceed the statutory limits on 
discretionary spending. 

Enforcement of these discretionary spending limits occurs on two levels. First, 
Section 312(b) of the Budget Act prohibits the Senate from considering legislation 
that would cause any of the spending limiu to be exceeded.’ The House has no 
equivalent point of order. This prohibition, however, is not necessarily absolute. 
Points of order are not self-enforcing, and they may be waived.” Therefore, the 
spending limits are also enforced through the sequestration process. 

Section 25 1(a) of the Balanced Budget and Emergency Deficit Control Act 
provides that any time one of the spending limits is bteached, the President must order 
an across-the4)oard cut of all non-exempt programs within that category. 


' DiaeRtiaBaiy yti"g limits for FYI990-I99S were nstablithed by the Budget 
E n fcwementAtt of 1990, and appeared in Tide VI ofthe Co n g r ess i o n al Budget Act. These 
limits wen rxtnnd e d to cover FY1996-1998 by Tide XTV of the Omnibus Budget 
R wonriliaig hActof 1993. The Budget Enforcemeat Act of 1997 extended the discredonaiy 
spending Ihnils through FY2002, repealed Tide VI of the Congressioaal Budget Act and 
shifted the d i eum io n a iy s pending Undls to Section 251(c) of the Balanced Budget and 
E m e r gency Deficit Control Act 

’ Previously, the Senate had used pointa of order eetaMiehed u pan of the budget 
resoludone in 19M, 1996, and 1997, to en fo rc e disendonery sp e ndin g amounts as specified 
in those budget resohi d ons through FY2002. 

” For more on poima of order, inchidiag the waiver prereee, ser U.S. Library of 
Congreta, Co n greeeio n al Reeeareh Service, PMMs qf Onkr m tk$ Con^tssUmal Btiigit 
Pmccsr, by James V. Satumo, CRS report 97-863 GOV (Washnvion, 1997). 
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Table i. DiKrctionary Spending Limits, FY1998-2002 

(Budget Authority and Outlays)" 


Fiscal 

Yew 

Defease Spending 

Noodefeose 

Spending 

Total Discreckxiary 
Spendii^ 

Violent Crime 
Reduction 
Spending 

1998 

beS269.000.000,000 

aS2W.S23.0OO.CI0O 

btS232.3S7.000.000 

aS2S2.833.000.000 


bt $3,300,000,000 
aS3.392.000.000 

1999 

be $271,300,000,000 
aS2W4IS,OOO.aOO 

bt S233.699.000.000 
aS2S7.830.000.000 


bt $3,800,000,000 
aS4.933.000.000 

2000 



btS332.693.000.000 
a S3St.71 1.000.000 

bt $4,300,000,000 
a S3.334.000.000 

2001 



btS342.032.000.000 

aS364J96,000.000 


7002 



bt S33l.074.000.000 
a S360.799.000.000 



SoercK SeaioB 25 1(c) of the B a l a nce d Budget and Emergency Defidt Control Act. at mmtiai 
by Sectiaa 10203(b) of the Budget En fofcc neat Act d 1997 (P.L. lOS-33). 


Enforcemcat of Total Spendiiv 

The Coagretaioiial Budget Act also provides that the total level of spending for 
a fiscal year as provided for in a budget resolution may be enforced by a point of 
order. Section 311(a) in the House, and 311(b) in the Senate, prol^ the 
considemiott of legisiatian that would cause the total amount of new bui^ ambority 
or outlays set forth in the budget resolution Bom being eaceeded. However, this 
point of order does not apply in the House if the Iqislation in question does not also 
cause a committee's allocation under 302(a) to be exceeded. Tlot exception under 
Section 311(c) (known u the Tazio exception*) means that it is necenvy for 
committees to control the level of spending that will result from i«> fli«i«riAw tlmy 
report, but not reqinre them to o£Bet increases in spending due ro foctors outside of 
th^ &ect control, such as the economy. 

Approprfaitioas BQb and SalwBocatiou Under SeetkM 302<1>) 

Secdon 3(n(b) of the Budget Act tequirm the House and Senate ^rpn^ciadoos 
ConuBhtees to sub^vide their aBocatioos of bm^ authority and oudeys under 
Section 302(a) among their subcom mi ttees. These subaDocationt are to be made *ss 
soon as pracdcableato a concurrent tesohnioo on the biM^ is ^eed to.* This 
requirement is r e i nfo r ce d by Section 302(c), which prohibits the consideration of 
appropriations measures in the House or Senate untd the s uballocations are made. 


Tim— ^ ^ p w t ffl lically tdieetsd in s i T *'r 4s***T ** 

eetaUiahsd in Saciicn 23 1(b) of the Bataoed Budget and Enargeney OeU Comsol Act. as 
amended by Sectien 10203(a) of the Budget Enfo rpewen t Act cf 1997 (P.L 103.33). 
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f 

Because each subcomminee of the Appropriations Committees is responsible for 
repotting a single general appropriations bill, the process of making suballocations 
effectively determines the spendmg level for each of the 13 regular appropriations 
bills. 


One of the changes made to the Congressional Budget An by the Balanced 
Budget and Emergency Deficit Control Aa of 1985 was to establish the enforceability 
of suballocations by poims of order. Under Section 302(fXl) in the House, and 
Section 302(fX2XB) in the Senate, le^slation that would cause the suballocations 
made under 302(b) to be exceeded is prohibited. As with total allocations to 
committee under S^on 302(a). the House enforces the level of budget authority, 
while the Senate enforces both the levels of budget authority and outlays. 

Because the 302(b) subdivisions are within the purview’ of the Appropriations 
Committees, the committees can (and do) issue revised subdivisions over the course 
of appropriittions actions to refiect changes in spending priorities efiected during floor 
consideration or in conference. Each revision then supplants all previous 
suballocations and becomes enforceable through points of order. 

One way in which making 302(b) suballocations enfi>rceable has had an impact 
has been to reduce the number .of Boor amendments to appropriations measures. 
Because the Appropriationa Committees typically repon measures that spend at the 
level of the appropriate suballocation, any atnenrtoent that would increase spending 
would be lik^ to cause that subaUocaiion to be breached, and thus subject to a point 
of order." 

This rule, in cordbination with other rules of procedure, fiequently makes it 
difficult to rearrange spending priorities withm an appropriationB bill through 
amendments on the floor. A separate amendment (or amendments) to reduce 
spending would need to be agreed to prior to con s i de rali o n ofone that would increase 
spending for an agency or program in order to ofBet that increase. The spending 
reduction n e e ded to be agreed to flrst in order to insure that agreeing to the increase 
would not cause the 302(b) suballocation to be. exceeded, but, because the 
amendments had to be oflbred separately, there was no certainty u to what spending 
(if any) the reduction would be uaed to offiet In order to alleviate this perceived 
difficulty, the Houae adopted a new provision to Rule XXI at the beginning of the 
104* Congress." Houae Rule XXI, clause 2(f) provides that: 

... it shaD be in order to conside r so bloc sm e n d ai e B is propo s i ng only to t raesft r 
appropriations among objects in the bill witbout inenasing the levels of budget 
authority or outlays in the biU. When oonstdered en bloc pursuant to this 


" For a discussion of this effect, see Richatd O. Foigette and lamee V. Satumo, 
'302(b) or Not 302(b): Congre e s i onel Floor Proced ui e e and House Approptiatora,* 
Lsgtrlotn* jhadtes gu oi nu r fy , vol. 19, no. 3 (Aug. 1994), p. 3SS-396. 

" Tide n of HRss. 6 (104* Ca^nmf, Hiead to in fee House lanuaiy 4, 1993. 
Cangr«sf<onafifeconf,dailyedition,vol. 141, an I,laa4. 1995, and nn 2, Jan. 3, 1995 
(mntiniietinnofptocendingtofJan.4, 1995),p. HI9. 
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paragraph, such amendments may am^ portions of the bill not yet read for 
a m eartana . and shaU not be subject to a danand fordivisiwi of the que«ion . . 

This provision allows greater latitude in amending appropriations bills in the House, 
while peservif^ the Sectkm 302(f) ptm of order as a nwthod for enforcing the ievd 
of appropriations siballocations. 
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The Line Item Veto Act of 1996 (Public Law 104-130, 110 Stat. 1200), gives the 
President ezpandsd rescission authority by changing the burden of action and 
coverage. Under the Impoundment Control Act of 1974 (88 Stat. 332), tbs President 
must obtain the support of both Houses within a spscifisd time period for a 
rescission to bscoms permanent, while the new law puts the burden on Congress to 
disapprove presidential reseiasion pooposals within a 30-day period. Along with 
rescission of discrstionaiy appropriations, the new law suhjsM aqy new item of 
direct spending (cntitlenisnt) and certain limited taa benefits to cancellation as well. 

«w« fiwpniUMiiiMwit 

At various timaa, Congraas has given the Presidant statutory authority not to 
spend appropriated Ainds.' That authority was elaboratsd and made mors 
syatamatie with tbs Impoundment Control Act of 1974 (Utls X of tbs Congrassional 
Budget and Impoundment Control Act, or ICA), which provided a statutory 
fiamswork tia congrassional review of impoundment setions by the President. The 
ICA permitted tbs Presidsnt to delay the szpsriditota of Ainds (dsfbrral authority) 
and to caneal Ainds (reseiasion authority). A reseiasion aetion by the Presidant 
requirsd approval ly both the House and Serute within 46 days of continuous 
session or tb Amds bad to ba made available again for obligatian. 

Over tbn years, artparisneas under the ICA lad some to quaatioa whstliar tbs 
1974 ft f a mewo c k unduly diminished the President’s authority to rescind Ainds. 
Support grew in Congress to modity the arrangement and grant the Presidsnt some 
Tbrm of sipsndsd reseiasion authority.* In time, considsration of impoundment 


' For a r enew cf prajdanHsI impoMnilmsnt snthoiity bafets 1974, ass: Louis nshsr. 
PretidmUal Spalding Pautr. Piincaton, NJ: Priaostoa Unniraty Prem, 1975. pp. 147.197. 

* For a aura dstailsd hiatoiy at sffints to ebaags the 1974 Aamawork Aw lesrisslnns by 
the PieaidsBt, saa: Asm Veso and Bipnndsrf /mpeuadment Praposols, by lArgiBia A 
UcMuitiy. (TBS bans Brief 89148, ragulaiiy updated, 15 p. 
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reform became increaaingly joined with that of an item veto for the Preaident. The 
Constitution provides that the President timy sign a bill into law or veto the measure 
in its entirely. However, constitutions in 43 states allow the governors to eliminate 
individual proe i a i on a or reduce amouata in iagialation p r eaan t ad (br thair aipiaturei 
Mai^ initially (hvoring an itam veto eonatitutional amendment at the fada^ level 
turned to expanded raaeiaaion authority for the Preaident aa a similar mechanism 
accessible by statutory change. 

ChaacM la the FreaMworii for laq KNUidaMat 

Action on an expanded reaciaaion measure commenced earty in the 104th 
Congress. On February 6, 1996, the House pas se d H JL 2, as amended, an enhanced 
rescission measure, proviihngthat fljnda requested for rescission remain permanently 
canceled unleas Congrese acts to disapprove the request within a prescribed period 
The following month, the Senate pasa^ S. 4, aa amended, to provide for the separate 
enrollment of items of appropriations and items of new dirert spending and certain 
targeted tax benefits. The coherence substitute, as reported on March 21, 1996, and 
subsequently enacted into law, refieeted compromise between the two versions, 
incorporating the enhanced rescission approach of the House version and the broader 
coverage of the Senate measure.. 

The Line Item Veto Act of 1^ augments the rescission authority in the 1974 
law by changing the burden. Instead of requiring the President to obtain the 
support of both Houses within a specified tune period, the Line Itam Veto Act puts 
the burden on Congress to disapprove presidential proposals within a 30dty period. 
Any bill or joint resolution of disapproval is sulqeet to a presidential veto, requiring 
a two-thirds mqjority in each House for the override. Moreover, the Line Item Veto 
Act expands the subject matter of resciasion authority. The President may cancel 
not only discretionary budget authority, but also any item of new direct spending 
(entitlement) and certain limited tax benefits. 

Bfgjor ProviakNia 

The Impoundment Control Act cntla X of the Congres si onal Budget and 
Impoundment Control Act of 1974) is amended by adding at tha end a new part on 
'lina item veto.' Whenever the President signs a bill or joint resolution, tha 
President may <w»wi in whole (1) aqy dollar amount of discretionaiy budgrt 
authority, (2) aqy item of new direct spending; and (3) certain limited tax benefits. 
In exarciaing this authority, the Preaident must dstermins that such cancellation will 

(1) rsduca tbs fbdaral budgM daficit, (2) not impair any essential government 
fiinctionn, and (3) not harm tha national intarast 

Tha President must notity Congress within five calendar dtys (Sundqys 
excludsd) after the enactment of tha law. The special m esaa g s to Congress shall 
spaeUy the items to be canceled, the reasons for the c a n c ell a t i o n, and other 
conaaquencas and fimts bearing upon the cancellation. Tha Act requires tha 
Presidant, in identitying cancellationa, to consider legislative histories and 
information refarencad in law. 

Tha cancellations take efbet upon receipt of the special m sma g s in Urn House 
and the Senate. "Cancellation' in this context maana to prevent from having legal 
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force; in other words, provisions canceled never become effective unless Congress 
reverse the Ktion of the President by enacting a ’disapproval bill.' If a disapproval 
bill for the special messa^ is enacted into law, ail cancellations disapproved in that 
law baeome null and void and the items shall be effective as of the original date 
provided in the law to which the cancellation applied. 

Each special message is referred to the House and Senate Budget Committeee 
and other appropriate committees and a disapproval bill must be intnabjead no latw 
than five days after the special message is received. Any House committee receiving 
a disapproval bill must report it without amendment within seven calendar days. 
If the committee fails to report, a motion is in order to discharge the committee from 
farther consideration of the bill. During floor action, no amendment is in order 
except that any Member, if supported by 49 other Members, nuqr offer an 
auMndment asking one or more cancellations ftom the bill. Senate wmmittees are 
also subject to the reportipg deadline of seven d^rs, or automatic discharge occurs, 
and the bill is plac^ directly on the Calendar. When the Senate receives a 
disapproval bill {torn the House, it is not referred to committee, but is placed on tiM 
Calendar. Senate amendments are in order when they strike or insert the number 
or numbers of a csmceilation. 

In the caaa of disagreement between the two Houaae with respect to a 
disapproval bill, conferees shall be promptly appointed and a conference promptly 
convened. If Congress fails to complete action on the disapproval bill within the 30- 
dqr period allowed, the items designated by the President in the spedai message 
remain canceled. 

The Line Item Veto Act contains a lockbox* procedure to help insure that any 
savings from cancellations go toward deficit reduction. This is accomplished ty 
binding Uie new procedures to existing requirements relating to discretionary 
spending limits a^ the pay-as-you-go requirements established in the Budget 
Enforcement Act of 1990 (104 Stat 1388-673). 

For appropriationa, the Act requires the Office of Management and Budget to 
(1) estimate the reduction in federal budget authority and outltys that result from 
such a cancellation, including reductions to discretionary epemling limits for each 
fiscal year. (2) estimate the deficit decrease that will result ftom surii cancellation; 
and (3) r^ce the federal spending caps hr the amount of such estimated 
budgetary saving (after the expiration of the time pwiod fmr congressional 
consideration a disr^proval biU, plus 10 dsys). 

For new entitlement or other mandatory spending or limited tax brnrefits, the 
IocUkis prdbadure is a littie different. In gene^ the savingi resulting ftom the 
cancellation of direct spending items or tax breaks would not be available to use as 
offtets elsewhere. Although OMB must provide an estimate of tbs deficit decrease 
resulting ftom such earmellations, the amount is not inmipmatsd into tiM pay-as- 
you-go ledger. 


. Hm IMreetor of the Congressional Budget Office is also required to estimate 
savingi resulting ftom each cancellation and then submit an estimate of the 
reduction in bud^ authority and outlays resulting ftom a cancellation for each 
outyMT to the House and SenM Budget (^mmittaas. 
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The Line Item Veto Act providee for expedited judicial review to teet the 
conetitutionality of the autute. Any Memfam’ of Congreaa or aiqr individuid 
adversely affect^ by this statute may bring an action in the U.S. District Court for 
the District of Columbia for declaratory judgment and iqjunetiva relief on the ground 
that any provision of the statute violates the Constitution. Any oreter of the district 
court may be appealed directly to the Supreme Court. It is the duty of the district 
court and the Supreme Court to advance on the docket and expedite the disposition 
of a legal challenge. 

The Line Item Veto Act takes effect on January 1, 1997. The statute expires 
at the emi of ealendaor 2004 (pursuant to a sunset provision). 


DteeiiMtoit 

It is a misnomer to call this presidential power an ’item veto.’ When aigr bill 
or joint resolution passes Confess, the President is limimd to the same procedure 
available to every Chief Executive since G^rgs Washington. The President must 
sign or veto the entire measure. The President has no authority to veto individual 
parts or itenm. The cancellation authoriQr comes into force onfy after the Presidmit 
signs a bill or joint resolution. Unlike the procedure available to 43 state governors, 
it is not part of the bill-signing procsss. 

As notsd, this procedure is available onfy when the President signs a bill or 
joint resolution. It is not available when the President allows a bill or joint 
resolution to become law without tlw President’s signature or vrhen tlm Iherident 
exercises the veto power. 

It is not clear from tlw imblic law ami the eonfrrenea report what procedure is 
to be followed when Congress votes to override the President’e veto of a biU or joint 
resolution of disapproval. Under ordinary circumstaneaa, Congress can schedule an 
override vote at aiqp time during tlw two yws of a (ingress. Given Uw purpose of 
the Line Item Veto Act, it would seem that Congress would schedule an override vote 
immediate^ following the President’s veto in order to release ftinda for obligation 
by agencies. 

The Line Item Veto Act defines tbs subject matter that can be canceled. The 
term ’approj^i^mi l«s* indudae any geimal i^adal ai^^riathm sumte or asy 
statuta making supplemental, dafideney, or contouing appropriations. The tann 
’direct spendi^ means budget authority (other than an appropriation law), 
entitImnHiimiamity, and the food etamp program. Tlw Act defines a ’limited tax 
benefit* as aiqr revenue-losing provision that providas a federal tax daduction, credit, 
exdusion, or preference to 100 or fewer beneficiariaa; and any federal tax provision 
chai^ that provides tempmwiy or pemwnent tranntional telitf fw tMi<w fewer 
bonafidariaa. 

{foweew, sevmral exceptions dedgnated in tlw law have the effect of mnoving 
macy targeted tax breaks from the group ai ’limited tax benefits’ sulgert to dw new 
cancellation authori^. The Act directs the Joint Committee on Taxation (JCT) to 
review mxf revemw or reemwiliation MU w joint reaMutimi that includes aqy 
amendment to the Internal Bavenue Code (IRO that is being prepared by a 
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conference committee. The JCT muct identify any provision that constitutes a 
'limited tax benefit’ as defined in the Line Item Veto Art and provide the conference 
committee with a listing of such provisions or formally certify that the measure 
contains none. The information provided by the <ICT may be included as a separate 
section of a bill or joint resolution. When the JCT list is included in the bill, the 
President’s cancellation authority is confined to those limited tax benefits. If a 
revenue or reconciliation bill does not list the limited tax benefits, the President may 
use the authority granted in the statute to cancel any limited tax benefit that meets 
the statutory definition. Judicial review of the identification of a limited tax benefit 
in a conference report is prohibited. 

The President is not limited to dollar amounts identified in a bill or joint 
resolution. The term 'dollar amount of discretionary budget authority” means (1) 
the amount specified in an appropriation law, ( 2 ) the entire dollar anmunt required 
to be allocate by a specific proviso in an appropriation Irw for which a specific 
dollar figure was not included, (3) any dollar amount represented separately in any 
table, chart, or explanatory text included in the statement of managers w the 
governing committee report accompany such law, (4) any dollar amount in a law 
(other than an appropriation law) that mahdatae the expenditure of ftinds, and (5) 
certain procurement items, either in appropriations or in authorizations that 
mandate the expenditure of funds. Thus, the President can cancel items that are 
located not only in law but in nonstatutory sources such as committee reports. 

The scope of the President’s discretion, therefore, depends on the level of detail 
that Congress chooses to place in committee reports. Because of the potential power 
in the item-veto statute, ^ese reports may be written to limit or expand prasidktntial 
choices. Perhaps an item that the President wants will be combined with one he 
opposes. Details (tables, charts, etc.) might be removed finm the report and placed 
on plain paper, with the understanding that agencies will comply with this 
nonstahitory control at the risk of sanctions being imposed in subsequent legislation. 
Other types of legislative strategies could be employed in drafting committee reports 
and public laws, all dons as a conscious effort to direct presidential action. 

The statute limits the President to canceling ’dollar amounts,* not the 
restrictions, conditions, or limiutions that Conipraas places in an appropriation law. 
In azercising their cancellation authorify. Presidents cannot convert a conditional 
appropriation to an unconditional appropriation. The cancellation authority applies 
only to the dollar amount. 

On the — »"■ dqr that President Clinton signed the Line Item Veto Act, the 
National Traasuiy Emplqyees Union filed a complaint for declaratory and iqjunctivs 
relief^ challenging the oonetitutionaiity of the new law in federd district court. Tne 
union ofibred three legal challenges to the statute: (1) it violatae the Presentation 
Clause of the Constitution by establislung a procedure at odds with the eareftilly 
structured veto requiremento of that provision; ( 2 ) it refnesents an abdication of 
. legislative control over the fisc and unconstitutionally shifts lawmaking power to the 
executive branch; and (3) it violates Article L Section 5 (granting each chamber the 
fi^ to determine its ovm procedural rulesK On Jufy 3, 19M, a fodnral judge 
dismissed tha case, ruling that the union’s claims wore 'too speculative and remote* 
to eonfor standing on the plaintifb. NTEU v. United States, 939 F.SU 19 . 484, 488 
(DJJ.C. 1998). 



140 


CSS4 


Other legal challengee are expected in 1997. Some of the iaeues likely to be 
railed in court include whether (1) the statute uiMonetitutional^ delegates 
legislative power to the President; (2) it surrenders a legislative power (power of the 
purse) that is central and Aindamental to congressional prerogatives; (3) it violates 
the Presentation Clause; (4) it violates the constitution^ right of eMh chamber to 
determine its own procedural rules; (5) presidential cancellations of judicial iteoM 
threaten the independence of the courts; (6) the act allows the President to 'make' 
and 'unmain' taw without adhering to the ftill legislative proMss; and (7) tbs 
procedure, by allowing the President access to provisions in committee reports, 
constitutes a type of legislativa veto struck down by the Supreme Court in INS v. 
Chadha (1983). In other words, can Congress by means of something slKirt of a 
public law (a committee report) exercise control over the executive branch? 

StHiroM for Legtalative History in tha i04th Cwigrei 

Floor debate on the House and Senate bills and then the conference compromise 
is found in CongrettioruU Record, Yol. 141: H1078-1142 (February 2, 1996), H1168- 
1264 (February 3, 1996), S4187-96 (Bfareh 20, 1996), S4210^ (March 21, 1996), 
S4301-68 (March 22, 1996), and S4409-86 (March 23, 1996); and Vol. 142: 82929-96 
(Idareh 27, 1996), S3114-23, S3126 (March 26, 1996, and H2972-3026 (March 28, 
1996). The conference report to'aceompany S. 4 was dated kfarch 21, 1996. There 
were she other committee reports: one each from the House Committees, on Rules 
and on Government Reform and Oversi^t; and two each from the Senate Budget 
and Qoveramental ARkire Committaea.* Tlie House Committee on Government 
Reform and Oversight and the Senate Committee on Governmental AfGsire held a 
joint hearing on January 12, 1996, and Senate Governmental Affaire held a separate 
hearing on February 23, 1996, as did the Senate Budget Committee, on January 18, 
1996.‘ 


’ See: Coafsrenoa Committees Line Item Veto Act; Confkrenee Report To Accompany S. 
4. Houas Rspoft No. 104-491. 1996. 

Ifooss. Cmasihtas on Goremmsat Refma and Oversiglit Line Item Veto Act; Report 
Together oritkliinority and Additional Viewe to AeoompeeiyHJL 2, Hones Report loi*!!, 
port 2. 1996, 

Hoorn. Conmsittes mi Rules. Line Item Veto Act; Report Toother with Additional and 
Oietendng Vieiee to Aeeempanf HJt 2. House RspmS 104-11, part 1. 1996. 

Senate. Camadttaooii^Mgpft.LtgitlativeLineIltmVttoAetof 1996; Report Together 
with Additiemal and Ititmity Viewe to Axompeny S. 4. Senate Report 104-9; and 
Lrgielatioa line item Veto Aet; Report Togtihtr with Additumal and Minor^ Kewt to 
Aeeompany S. 14. Senate Report KM-IO. 1996, 

Senate. Conunittas oa Governmental AOurs. Ugieiatiut Line Item Veto Aet of 1908; 
R^ort Together widt Additional Viewe to Aeeompany S. 4. Saoata Report 104-1% and 
LtgiilatiiJe Line Item Veto Act; Report Together with Additional Viewe to Aeeompany & 14. 
Senate Report 104-14. 1996. 

* See: Seasda Coeu^ttee on Govwminsatal AfUrs. & 4 and & M /Sen VetK Senate 
Hearing 104-391. Fob. 23, 1996; Home Govominent Reform and Ovareight Committee, line 
Asm V’eSo. Joint heniiag with Sonata Committee on GovsnunentalAffidie. Jon. 12, 1996; and 
Semte BadgstCmnnuktaa. Haariag<» Une-Itma Rsedorim Auliioti^, Jon. 18, 1996. Mated 
in Concurrent Ratoiution on tha Budget far Fteeal Year 199B. S. Hrg. 104-1^ val.II 
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Slunfluuy 

At various times, Congceet has given the President etetutoiy autboriqr not to 
sfMnd appropriated hinds. That authorify was elaborated and made more systematic 
with the Impoundment Control Act of 1974, which permitted the President to delsgr 
the expenditure of hinds (defsrral authority) sml to cancel hinds (tesdseion 
authorial. To rescind hinds, the President needed the support of both houses 
within 46 dqrs. 

The Line lUm Veto Act of 1996 (Publie Law 104-130, 110 Stat. 1200) 
aupplemenU the reeciasion authori^. Instead of requiring the President to obtain 
the support of both houses within a specified time period, the Lina Item Veto Act 
puts tlM burden on Congress to disapprave presidential proposals, acting under 
expedited procedures, within a 30-day period. Aiqr bill or joint resolution of 
disapproval is subject to a presidential veto, ultimately requiring a two-thirds 
majority in each chamber for override. These procedures delegate important new 
powers to the President, afibet the balance between the legislative and executive 
branches, and change the budget process. 

Preaidmticl Aetkm 

The hapoundmant Control Act QCA, Title X of the Congressional Budget and 
Impoundmsot Control Act) is amended by adding at the end a now part on Tine item 
veto.' Thaaa new sections bacoma eObetive on January 1, 1997, and tarminats on 
December 3L 2004 (due to inclusion of a sunset provision). The original provisions 
-for rescissions under the ICA (2 U.S.C. 681CD remain in sflbet. 

Nww Anthortty. The Lina Item Veto Act provides expanded raaciaaion 
authority for the Presidant. After signing abill or joint resolution, the Prssidant may 
cancel in whole (1) aiqr dollar amount of discretionary budgrt authority, (2) any item 
of new direct spending, and (3) certain limited tax benefits. This authori^ is 
available only wlnn the Presidant signa a bill or joint resolution. It is 
whan the President allows a bill or joint resolution to become law 


CRS Aeperts ore prepared for Mtmbert and eommitUao of Couplets 
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President’s signature or when the President exercises the veto power. In exercising 
authority under the Line Item Veto Act, the President must determine that such 
cancellation will (1) reduce the federal Imdget deficit, (2) not impair aoy eeaantial 
government fiinetiona, and (3) not harm the national interest. The act requires the 
President, in identifying cancellations, to consider legislative hM»ries and sources 
of information referenced in the law. ^ 

Special Maaaagaa. The President must notify Congress within five calendar 
days (Sundays excluded) after the enactment of the law from which the cancellations 
come. For each law fiom which the President has canceled items, the President shall 
transmit a single special message to Congrees. Each of these special messages from 
the President are to be referred to the House and Senate Budget Committees and 
other appropriate committees. Such special message to Congress shall specify the 
items to be canceled, the reasons for the cancellation, and other consequences and 
facts bearing upon the cancellation. Several of these requirements are similar to 
those in section 1012 of the Impoundment Control Act of 1974. The new law also 
requires that, where applicable, the special message identify the specific states and 
congressional districts affected by the cancellation, and the total number of 
cancellations imposed during the current session on these states and districts. Each 
special message must be printed in the first iuue of the Federal Register published 
after transmittal; the special messages are also printed as House documents. 

Impact. The cancellations take effect upon receipt of the special message in the 
House and the Senate. 'Cancellatioa'' in this context means to prevent from having 
legal force; in other words, provisions canceled never become effective unless 
Congress reverses the action of the President by enacting a "disapproval bill." If a 
disapproval bill for the special message is enacted into law, all cancellations 
disapproved in that law become null and void and the items shall be effective as of 
the original date provided in the law to which the cancellation applied. 

Coverage of the Itm Veto Authority 

The Line Item Veto Act not only reverses the burden of action for rescissions, 
but also expands ths scope of the President’s authority to include three typee of 
cancellations. In addition to authorising the President to cancel in whole any dollar 
amount of discretionary budget authority (appropriations), the new authority also 
covers any item of new direct spending (entitlement), or any limited tax benefit 
displaying certain characteristics. 

What Can Ba CanooM. The act definee the subject matter that can be 
canceled. Ths term "appropriation law" includes any general or special appropriation 
statute or any statute makin g supplement, deficiency, or continuing 
appropriations. ’The term "dollar amount of discretionary budget authority" does not 
include (1) direct spending (existing entitlements), (2) budpt authority in an 
appropriation law that funds direct spending provided for in other law (some 
entitlements are ftindsd in regular appropriations bills), (3) any existing budget 
authority rescitxlsd or canceled in an appropriation law, or (4) any restrietion, 
' condition, or limitation in an ^>propriation law qr the accompanying fUtsment of 
managers or eommittse reports on t^ experxlituro of budget autborify. ’Hm statute 
limits the President to emieeling dfMar amouiUt, not the reetrictions, conditions, or 
limitations that (Tongress places in an appropriation law. In exerdaing their 
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cancellation authority, Preeidenta cannot convert a conditional appropriation to an 
unconditional appropriation. The cancellation authority appliea only to the dollar 
amount. 

The term 'direct epending” mean* budget authority (other than an appropriation 
law), entitlement authority, and the food etamp program. The term 'item of new 
direct ipendingf meana aqy apaeifie proviaion of law that ia aatimatad to reault in an 
increaaa in budget authority or outlaya for direct apending relative to the moat 
recent levela calculated by the Office of Management and Budget (0MB) purauant 
to aaction 267 of the Balanced Budget and Emergency Deficit 0>ntn>l Act of 1986, 
aa reviaed. 

Canoeling Itama in Commlttaa Saporta. The Preaident ia not limited to 
dollar amounta identified in a bill or joint reaolution. The term 'dollar amount of 
diacretionaiy budget authority' meana (1) the amount apecifiad in an appropriation 
law; (2) the entire dollar amount required to be allocated by a apaeifie proviao in an 
appropriation law for which a apaqific dollar figure waa not ineludad; (3) any dollar 
amount repreaentad aaparataly in any table, chart, or explanatory text ineludad in 
the atatament af managtra or the governing eommittaa rtywrt accompany aueh law; 
(4) aqy dollar amount in a law (other than an. appropriation law) that the 

expenditure of Ainda; and (6) eeatain procurement itema, wbathar inappropriationa 
or in authorisationa, that mandate t^ openditure of fonda. Thua, the Preaident 
can cancel itama that are located not only in law, but in nonaututory aoureaa aueh 
aa committae reporta. . 

The aeope of the Preaident’a diacration, therefore, dapende on the level of detail 
that Congraaa chooaea to place in committee reporta. Becauae of the potential power 
in the item veto atatuta, thaaa raporta mty be written to limit or expand preaidentiai 
cboicaa, for exampla, combining an itam that tha Praaidant with ona ha oppoaaa. 
Detaila (tablaa, charta, etc.) mi^t be removed from a report and placed on plain 
papar, with tha undaratanding that agenciaa would compty with thia nonatatutory 
control at the riak of aanctiona being im p oaad in aubaequant lagialation. Othartypaa 
of legialatiTa atratagiaa could be employad in drafting eommittaa raporta and pubfic 
lawa, dona aa a eonadoua effort to direct preaidantial action. 

i.iwieaii Tm iiiM ■«*■- Thaaetdafinaaalimitadtaxbanafifaaaityrevenua- 
loaing proviaion that providaa a Maral tax deduction, credit, exeluaion, or preference 
to 100 or fewer banafidariaa; and any federal tax proviaion change that providaa 
temporary or parmanant tranaitional relief for 10 or fewer benefidariaa. Tha 
dafinitiaa of linntad tax benefit doaa not apply in a number of caaaa apallad out by 
the Lina Itam Veto Act (110 Stat 1209). 

TIm atatuta direeta tha Joint Committee on Taxation (JCD to review aaqr 
revenue or reconciliation bill or joint reaolution that includaa any amandmant to tha 
Internal BavamM Coda (IRO that ia being prepared by a conference committee. Tha 
JCT muat identify any proviaion that conatitutaa a limited tax benefit* aa defined 
in the Lina Itam Veto Act and provide tha confaranea committee with a hating of 
aueh proviaiona or formally cartity that tha m aa a u r econtaina none. The information 
provided Ity tha JCT may be ineludad aa a aaparata aaction of a bill or joint 
reaolution. Whan tha JCT hat ia ineludad in tha bill, the Praaident’a cancellation 
authority ia confined to thoaa limitad tax banafita. Ifa revenue or reco n ci l ia t ion bill 
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doe* not liat the tiinited tax benefit*, the Premdent may u*e the authori^ granted 
in the statute to cancel any limited tax benefit that meeta the definition in section 
1026. There shell be no judicial review of the congresaional identification of a 
limited tax benefit in a conference report. 

The statute doe* not appear to give the Preeident any authority to modify or 
rewrite limited tax benefit provisions. Such provisions must be canceled in whole. 
As. explained by the Joint Committee on Taxation (JCT) in its draft report of 
November 12, 1996, the committee staff 'will not consider an item a ‘provision’ 
unleM it consistt of language that can be separately stricken withmit otherwise 
having substantive effect.* According to the JCT report, the President could not 
strike language if the remaining language would require modification in order to be 
comprehensible. 

The President’s opportunity to cancel limited tax benefits can be broadened or 
narrowed by legisiative drafting techniquM. It was pointed out during debate that 
'any tax lawyer worth his salt can find a few extra people to qualify for the targeted 
tax benefits, thereby bringing the number of beneficiaries above 100 and out of range 
of rescission authority.* (142 CongrtanoiuU Record S2961, daily ed. March 27, 1996; 
remarks of Senator Byrd). Because of questions about how the statutory language 
will be interpreted, concerning limited tax benefits, the JCT is preparing an analysis 
of the appropriate procedure* to be followed. 

*Locldiig In'' Deficit Reduction 

The Line Item Veto Act contains a Tockbox* procedure to help insure that any 
saving from cancellations go toward deficit reduction. This is accomplished ly 
binding the new procedures to existing requirements relating to discretionary 
spending limits and tbs pay-as*you-go requirements established in the Budget 
Enforcement Act of 1990. 

For appropriations, the act requires OMB to (1) estimate the reduction in 
federal budget authorify and outl^ that result ftom such a cancellation, including 
reductions to discretionary spending limit* for each fiscal year, (2) estimam the 
deficit decrease that will result ftom such cancellation; and (3) reduce the federal 
spending caps by amount of such estimated budgetary savings (after the 
expiration of the time pmriod for congressional consideration of a disapproval bill, 
plus 10 days). 

For new entitimnnit or other mandatory spending or limited tax benefits, the 
lockbox prqpedura is slightfy different In general, the savings resulting ftom the 
cancellation of direct spending items or tax breaks would not be available to use as 
offsets elaeiriisr*. Although OMB must provide an estimate of the deficit decrease 
resulting ftom such caneellationa, the amount is not incorporated into the pay-as- 
you-go ledger. 


’The Director of the Congressionai Budget Office is also required to estimate 
savings resulting ftom each cancellation and then submit an estimate of the 
reihiction in lmd{^ authorify and outlays resulting flrom a cancellation for each 
oufyear to the Houaa and Senate Budget Committees. 
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Expedited Prooednree 

CongNM hai 30 calendar day* of seaaion (only daya when both the Houae and 
Senate are in aeaaion count), after receipt of a special meaaaga, to conaider a 
disapproval bill under expedited procedures. A disapproval bill (or joint resolution) 
must be introduced no later than five days after the special measags is received. In 
the Senate, even after the 30-day review period, a disapproval bill which began 
consideration under the expedited procedures may continue under these procedures, 
whereas in the House the expedited procedures no longer will apply after the 
expiration of the 30-dsqr period, (lenerally, only one bill for each special messags may 
be acted upon using the expedited floor procedures in the House and Senate. 
However, it may be in order in the House to consider a Senate bill covering a special 
m ess age, even if the House previously has considered a . similar disapproval bill, 
provided the House has not already rqected a disapproval bill for the — »«« special 
messags. 

If Congrsas adjourned sine die at the end of a Congress prior to the expiration 
of the 30-dsy period and a disapproval bill was then pending in either chmnber or 
a committsa thereof (including conferends committee), or was pending before the 
President, a disapproval bill for the same special messags ouqr be introduced within 
the first five calendar diqra of sassion of tlm next Congress and the 30-dqr period 
begins on the day the disapproval bill is introduced. 

CommittM AetkNi. All disapproval bills are to be referred to the appropriirte 
committee or conunittees in the Houae and Senate. Any disapproval bill introduced 
in the Houae must disapprove all the caneellationa in the special messags to which 
it relates. Aay House committee receiving a disapproval bill must report it without 
amendment, and with or without recommendation, not later than the seventh 
calendar day after introduction. If the committee fhils to report, a motion is in order 
to discharge the committee from Airther consideration of the bill. This motion to 
disc large is hi^ily privileged, and debate on it is limited to one hour. 

In the Senate, a disapproval bill magr contain any number of the cancellatiotts 
included in a single special massage from the President. Unlike the Houae, a Senate 
committee ms^ report a disapproval bill with amendments that can delate 
cancellatioiia or insert other cancellations oontaitMd in the Presidnt's special 
m e s s a ge. However, Senate committees are also subject to the reporting deadline of 
seven chqre or automatic diaehargs occurs, with the bill being placed directly on the 
Calendar, Whan the Seiwte recnves a disapproval bill from the House, it is not 
referred to eonmiittaa, but is plaesd on the Ctiendar. 

HonoonoorAetiaa. Various procedural restrictions apply to expedited action. 
Qensral debate on a disapproval bill is limited to one hour. No smsndment is in 
order during floor considMetion, except thet aiqr Member, if supported by 49 other 
Members, any offer an amendment striking one or mote cancellations from the bill. 
Ebuluding time for rscordsd votes and quotum calls, the time for consideration of 
amendments shall not exceed one hour. The Houae may consider a Senate-origineted 
■bill unless it has already rqjectsd a diaannoval bill for the same special message. 

Sanata Floor Aettoa. Only one disapproval bill relating to a given special 
message is to be considered under expedited procedures in the Senate, but the &nate 
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may choote a Senate^riginated bill over a Houae-paased one. The act stipulatea a 
baaic 10-hour overall limit for Senate floor conaideration of a diaapproval bill. A 
sin^e motion to extend debate for no more than five additional houra u in order. 
Senate conaideration of a meaaage from the Houae on a diaapproval bill ia limited to 
four hours. Senate amendmenta, whether offered in committee or on the floor, muat 
either atriln or inaert a cancellation that ia included in the Preaiitent’a apecial 
meaaage. A point of order would lie against any amendment offered in the Senate 
relating to any other mattera, unleas waived by a three-fiftha vote. Debate on any 
Senate floor amendment is limited to one hour. 

Confarenoe Actkm. In the ease of disagreement between the two houses with 
respect to a disapproval bill, conferees are to be promptly appointed ami a conference 
promptly convened. Any conference report on a diaapproval bill must include all 
cancellations in agreement and may include any or all of the cancellations in 
disagreement, but may not add any cancellations not committed to the conference. 
Debate in the House on the conference report and any amendments in disagreement 
is limited to one hour for each. Consideration of the conference report and any 
amendments in disagreement in the Senate, is limited to four hours. If Congress foils' 
to complete action on the disapproval bill within the 30-di^ period allowed, the items 
designated by the President in the apecial message remain canceled. Ten days after 
that period ^e lock-box mechanism goes into eflfset. 

Override Vote. The House-amended version of S. 4 (the line item veto bill 
ultimately signed into law), required any veto override vote for a dis^sprovai 
measure to occur within five days. However, the public law and the conference report 
are silent regarding the procedure to be followed when (ingress votes to override 
the PrMident’s veto of a bill or joint resolution of disapproval. Under ordinary 
circu m sta nc es, Congress can achedule an override vote at any time during the two 
years of a Congress. Given the purpose of the Line Item Veto Act, it would seem 
that Congress would schedule an override vote immediately following tlw Prwiifont’s 
veto in order to release fiinds for obligauon by agencies. 

Judicial Review 

The Line Item Veto Act provides for expedited judicial review to test the 
constitutionality of the statute. Any Idsmbinr of Confess or any ic»iividual 
adversely affected Iqr this statute nuqr bring an action in the U3. District Court for 
the District of Columbia for declaratoiy jud^ent and iqjunctive relief on the ground 
that ai 7 ^ovimmi of the statute violates the Constitution. Aiqr ordw of the district 
court maf be appealed directly to the Supreme C^urt. It is Um duty of the district 
court and tbs ^pteme Court to advance on the docket and expedite the disposition 
of a legal challenge. A case brou^t by the National TreaMiry Enqil( 9 oas Union, 
challenging the eonstitutidnality of the statute, was dismissed on July 3, 1996, by 
a federal judge because the union’s claims were "too speculative sod remote* to 
emifsr standing on the plaintiCb. NTEU v. United Staiet, 929 P.Sunp. 484, 488 
(DJD.C. 1996). Other legal challenges are expected in 1997. 
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Deficit-Reduction Lockbox Proposals: 
Summary and Legislative History 


Summary 

De6cit-r«(luction lockbox proposals refer generally to procedures under which 
general spending levels used for budget enforcement are reduced to reflect cuts as 
they are made in individual appropriations and other spending bills. The various 
lockbox proposals range finm simple to complex, involving modifications to 
Appropriations Committee spending allocations and suballocations, discretionaty 
.p*~<ing limit* , or a condjuiation of the two. The common aim of these proposals is 
to ensuro that any deficit reduction achieved in the legislative process, beyond that 
already assumed in the budget resolution, is preserved and that the resources “cut” 
are not used instead for other purposes that negate the deficit reduction. 

Advocates of lockbox prxtposals believe that the House and Senate should have 
the opportunity to make additional cuts in spending levels beyond those assu me d in 
the budget resolution and that such cuts shpuld be guarameed to reduce the deficit. 
By failing to ensure that spending cuu directly resuh in reduction of the deficit. 

lockbox advocates argue that exis^ pTOMdures thwart majority will, undermine the 

alfcady HiiHaiit task of developing coalitions to eliminate uimecessaiy spending, and 
breed public cynidam regarding the efficacy of legislative actions. 

OppotNois of kxkbox legitlatioiLafgue that existing enforcemem procedures are 

..■flBri>nt to ensure that appropriations spending is constrained in line with budget 
resolution policies, particularly the goal ofa balanced budget in FY2002 and beyond. 
Further, lockbox opponems claim that the procedures may pose an unnecessary 
c«ff i p»K^tinn of the aiuiual appropriations proem which already is bm with 

delays and attendant problems, su^ as an excessive refiance on continuing resolutions 

and the occurrence of govenunent shutdowns and employee furloughs. 

House and Senate consideration of lockbox proposals began in the IDS'* 
Congress and has continued through the present, in die lOJ"* Congre^ locUxnt 
was introduced in the House and Senate and wu considered in hearings 
bi the 104* Coo^m sevetsl tfiffiReiK lockbox pTopossIs 
were considered on the House and Senate floor and two were enacted into law (u 
part ofa s up plemental appropriations act fbr FY1995 and the Line Item Veto Act). 

So ftr duiB» the 105* Congress, one lockbox proposal has been passed by the House 

(as an «m<iiiiiinme to the Interior Appropriations Act fi>r FYI997). 

The -Deficit Reduction Lockbox Act of 1997, H R. 126, a lea^ lockbox 
proposal would amend the 1974 Congressional Budget Act to establish a lockbox 
m^h«niOT for discretionary spendiiig. Its, features ate typical oS propos^ to 
establish an ongoing, broad-based lockbox mechanism. It relies on existing 
procedutes ■■««<«» • the bu^ resolution proem a^ the sequester proem fat 
The main Rmurii ofthelockbooc m ec h a n is m proposed by RR. 126 ate 
’ a "deficit reduction lockbox ledger," maintainsd by the ditector of the Congressional 

Budget Office, and, as cuts are made, the revision of allocations and subaOocatim 

of appropriations spending under the budget resolution and discretionaty spending 
limits used in the sequestration proem 
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Deficit-Reduction Lockbox Proposals: 
Summary and Legislative History 


Background 

Each year, the House and Senate make dedsioiis regardit^ the appropriate levels 
of disaetionaiy and mandatory spending. Diseretionaiy spendihg, which largely funds 
the routine, ongoing operations of federal agencies, is provided in an^ 
appropriations acts under the jurisdicticn of the House and Senate Appropriations 

Committees. Mandatory spending, which principally funds emitlement programs such 
as Medicare, federal employee retirement, and uneniploymem compensation, gMter^ 

stems from permanent, substantive law under the jurisdiction of the legislative 

Most mandatory spending is made available automatically each year, but 

the House and Senate periodically /tract legislation to make changes in such spendit^ 
levds. 

Fawtiiig Budget Enforcement Pmcdures 

Congressional decisions about appropriate spending levels are enforced under 
two difierent sets of enforcement proceAnes. The Congrewonal Budget Act of 1974 
(P.L. 93-344, as amended) provides for the annual adoption of a budget resolution, 
which serves as a blueprint for House and Senate actioa on budgeta^ legislatioa. 
After Congress has settled on its overall budget policies by adopting a budget 
resolution, it implements them by ctioo on individual spending and revenue measures. 

Aggregate spendit^ amounts set forth in the bucket resolution are alloctted to 

the various House and Senate committees with jurisdiction over annual appropriations 
and other spcndit«. The Appropriatioris Cornrnittees are rerjuired to suballocate their 

. pmwrifig hy yihenm mitte e, each of the 13 subcommittees reports one of the regular 
appropriations bills. A poim of order may be raised under the 1974 Congrenional 
Budget Act against the consideration of any measure that would cause spending to 
exceed a subcommittee’s suballocatioa 

TheBudget Enforcemerrt Act (BEA) of 1990 (Title Xni of P.L. 101-508), as 
most recently by the Budget Enforcement Act of 1997 (Title X of P L. 105- 
33), a second set of enforcemem procedure known as sequestrttrm 

Under the BEA of 1990, sequestration is used to enforce discretionafy spending limits 

and a "pay-as-you-go" (PAYC50) requiremem. Sequestration invoWes automatic, 
across-the4>oard reductions in spending if certain budgetary goals are i wt met. A 
involving the discredonaiy spending limits, the PAYCiO requirement, or 

both, generally would occur within 15 daysaftertheendofacongreseionalseseKm. 
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In the case of discretionary spending, the total amount of annual appropriations 
enacted for a fiscal year may not exceed the applicable limit; the yearly limits are 
adjusted pehodically by the dinctor of the Office of Management and Budget (0MB) 
as prescribed by law. The PAYGO process requires that legislation enacted during 
a session affecting mandatory spending or revenues not result in a net increase in the 
deficit fi)r a fiscal year. The cutrent and future-year effects of PAYGO legislation are 
maintained on a ”PAY(X) scorecard* and are taken into account when it is 
determined whether a PAYGO sequester is required. 

Arguments For and Against Lockbox Procedures 

Deficit-reduction lockbox proposals refer to procedures under which general 
spending levels used fiar budget enforcement are reduced to reflect cuts as they are 
made in individual appropriations and other spending bills. The various locltbox 
proposab range fiom feifly simple to extremely conipir', involving modifications to 
Appropriations Committee spen^ allocations and s uball o ca ti ons, the discretionaiy 
sperxling limits, or a combination of the two. (In some cases, lockbox proposals alto 
requite monitoriiig of the balances on the PAYGO scorecard.) The common aim of 
these proposals it to ensure that any defi^ reduction achieved in the legislative 
process, beyond that already assumed in the budget resolution, it preser^ or 
'locked in,” and that the resourcef’‘'cut’' ate not used instead fbr other purposes that 
negate the deficit reductioa 

Advocates of lockbox proposals believe that the House and Senate should have 
the opportunity to make addhkxial cuu in spending levels beyond those assumed in 
the budget retc^on and that such cuts should be used to reduce the deficit.' They 
express concern that successfiil efforts to eliminate fending Gh specific programs in 
spring measures during initial floor consideration m^f not be m ai nt ai n ed in 
confidence. Even maintaining program terminations in conference, they assert, does 
not necemnily mean that the deficit is reduced by the co r respondi n g amourn because 
the “savings” often are reallocated elsewhere as additional spending. 

By finling to ensure thet spending cuts directly result in reduction of the deficit, 
lockbox advocates argue that esdsiing procedures thwart nugority wifi, undermine the 
already difficult tafic of developing coelitions to efiminate uimecessaty OT low-ptiority 
spendfeg, and breed public cyniciam regarding the efficacy of legisimive actions. 

Opponents of lockbox legialaiian aigw that eating enfbroemem procedures are 
Mifli cieBe to ensure that appropriations spending is constrained in line with budget 
resohnionjofieiea, pettkularty tte goel of a balan^ budget in FY2002 and beyond. 
Flesdbiity should be mainiained to reorder priorities among competing programs so 
iot« as the ovendl budgetary restiainis are met. Ifspending fix’ a particular program 
is cut during consideration of a spending biD, th^ assert, the Ifouae and Senate 


' Aignmarns fix and aoeet hxkbn pmpaaals are preaaeted in a joint bearing, focttoc 
Ardaciion ^Kposofr, held by suboomminees of the House Govemmem Refixm and 
Oversight Camnunee and the House Rulee Ccmmitlse on July 1 1, 199S (104'* Cong., fit* 
session). 
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should be able to reallocate those funds to other deserving programs that would have 
been funded at higher levels had the overall restraints allowed. 

Further, lockbox opponents claim that the procedures may pose an unnecessary 
complication of the annual appropriations process, which alre^ is beset with many 
delays. A lockbox procedure may contribute to deadlock in the annual appropriations 
process, resulting in the tardy enactmem of the regular appropriations bills, excessive 
reliance on continuing resolutions, and the attendant problems of govemment 
shutdowns and employee furloughs. 


Action on Lockbox Proposals: 103rd-105th Congresses 

House and Senate consideration of lockbox proposals began in the lt)3'* 
Congress and has condnued through the present. In the IDS'* CongresSw locldtox 
legislation was introduced in the House and Senate and was considered LI hearings 
by a House subcommittee. In the 104* Congress, several diftrem lockbox proposals 

were considered on the House and Senate floor and two were enacted ifflo law. So 

fir during the 105* Congress, one locldtox proposal hu been passed by the House. 

Action on patticular lockbox measures is diacusaed below for each Congress. Figare 

1 House and Senate action on loddwx measures through September 1. 

1997. 


Figarel. Congressimul Aetiea on LocklMa Propeeais: 103r«> 
105th Congresses 

Eoactid iotn Law 

e F.L. li4-», EmaqMBy Su pp l s m s wai Apowonstien a and 
Roehm Act far FY1995. Seobens 2003 and 2004 (109 Star. 
247>. 

e F.U i04-UilLineilaHiV«toAel,Secban 1024(1105te. 1202- 
1203). 

PdMMlkFtlMBanoaOrfF 

• HJtil«(10<^Cinraaa).Prfcit»adndiBnLocttoKA«Srf 

1993 (SaVSHdbar 13, 1993). 

. « BJL aut Odd* C angwK L a b in IMB 

AppaapMteAcltnFY199<vrnlaVH(Anpm4. 1993). 

• HJt30l9(IM^ C en p na ) . Oaci lina ConacMa^Reaciisitna 
aiidA|ipn|nitniaHAc(teFY1996(Mafch7, 1996). 

• iL>. 2107 (10^ C iii pe aa ). I>*aian« 
A|i|atiprimionsA«tinFY1990.TahlV(Wyl3.19^^ 
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103*^ Congress 

In the 103*^ Congress, concern about appropriations savings came to a head 
during considetation in 1993 of some of the regular appropriations acts for FY1994. 
In particular, some House Members were concerned that their successfiil effort to 
reduce fiindit^ for the Advanced Solid Rocket Motor (ASRM) program during initial 
floor action on the VA-HUD Appropriations Act for FY1994 (H.R. 2491) seoned to 
be thwarted in conference.^ On October 6, 1993, House opponems of the ASRM 
program forced rqectkm of the first nile providing for consideration of the conference 
report (RRei 268), thereby winning important concessions but, in the view of some, 
not complete victory. 

The final version of the conference rej^ which was agreed to overwhelmingly 
by the IfaNise on October 19 , reduced termination cosu for the ASRM program from 
SIS7 millinn to SlOO million, but the SS7 million in ASRM savings wu us^ to 

provide mote funds for research on the national aerospace plane and programs in the 
National Science Foundation and the Environmental Protection Agency.’ Thus, the 
ASRM opportents in the House had su c ceeded in reducing spending for the program 

but not in preventing the saving^ from being used for other purposes. 

During this period, the Senate also encoumered some comentious debate 
regarding the proposed termination of a program. During consideration of the same 
bill. Senator Bumpers offered an amendmem (no. 90S) to reduce fiinding fbr the 
Space Station in a manner that ptoviiied for its eventual elitnination. As part of Ms 
amendment. Senator Bumpers also proposed to reduce the discretionaty spending 

limits for FY1994<1998 and the allocations to the House and Senate Appropriations 

Comminees fiw FY1994 by the amount of savings reflected iii Ms arnendment. 

Because it included changes in procedural requirements under the jurisdiciion of the 

Budget Committee, the Bumpers amendmem potentially was in violation of 
Section 306 of the 1974 Congressional Budget Act (and a waiver would have 
required the affirmative vote ofthree-fifths of the Senators). The jurisdictional isaie 
wu avoided u the Senate tabled the Bumpers amendmem by a vote of 59-40.* 

During the fti of 1993, several dififerem lockbox proposals were introduced to 
deal with the ptoUenn tlim the House and Senate had experienced during debatu on 
the VA-HUD Appropriatioos Act and other annual appropriations acts for FY1994. 

In the House, Repruemative Crapo (whh dozens of co-sponsors) introduced HR. 


of hme 28,1993, at p^ H4158-4161; Senate consideiatiu of the Bumpers ameninem no. 
910 BlhBCofvertofiof/taofd of September 21 sod 22, 1993, at pages S121 14-12127 ^ 

S12166-I2172. respectively; House re j ectio n of the nile on the conference report in (he 
CongnssionaIJiteoniotOadbet 6, 1993, at pages H7462-7468; and House » 

(he r eport in the Congressional Record of OcSober 19, 1993, at pages H8126- 

8131 

> See the lemarks of Representative Sensenhrenner in (be Congrerriana/ of 

October 19, 1993,atpaguH8134-8t35. 

* SeediscussionindieCongresriOfiii/Reconrf of September 20 and 21, 1993, at pagm 
S 12004-12027 and S 12071-12101, respectively. 
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3145 on September 28, which was referred to as the "Make Our Cuts Coum" 
proposal. In the Senate, Senators Coverdell, Kempthome, and Hutchison introduced 
S 1514 (the Guaranteed Deficit Reduction Act of 1993) on October 4, and Senators 
Shelby a^ Craig introduced S. 1 594 (the Deficit Reduction Assurance Act of 1993) 
on October 2T* 

Throughout 1994, additional lockbox proposals were introduced. Some 
represented refinemems of the proposals introduced in 1993, and in some cases 
lockbox proposals were incorporated imo broader budget process reform proposals. 
The lockbox concept was raised during at least one committee hearing in 1994. (3n 
Febniaiy 24, the Subcommittee on the Legislative Process of the House Rules 
Committee received testimony from Representative Crapo, among others.* 

In July and August 1994, die House considend a series (^'budget process reform 
measures under a plan developed by the leadership. It passed ineasures dealing with 
expedited rescission procedures, caps on mandatory spending, the treatment of 
emergency spending, and basdine budgeting (nocedures. 

Some expected the House to consider a measure dealing with the lockbrix 
mechaiiamfiillowii^ its return from the August recess. A member of the Democratic 
Uf)HT.hip who had spearheaded the devdopmem of the four reform proposals that 
the House considered. Representative Spratt, devdoped his own lockbox pniposd 
(H.R. 5282, no short title, introduced on October 7, 1994), but the House did not 
consider the issue befiire find adjounment. 

Two other leadit« proposals in the House were HR 4057 (the Deficit Reduction 
Lock Box Act (rf 19941 introduced by Representative Schumer and others on March 

16 and HR. 4434 (the Common Cents Budget Reform Act of 1994), introduced by 

R^iresentative Stcnhotai and oihen on Mqr 17 (Tide n dealt with the lockbox iswe). 

In 1994, other proposals introduced in the Senate includeJ S. 1940 (the 

Spen^ Reduction and Control Act of 1994), introduced by Senator Bradley 

on March 16; S. 2202 (no short tide), introduced by Senator G™nm on June 16; and 

S 2458 (the Common Cents Budget Reform Act of 1994), introduced by Senator 
Craig and others on Septenfoer 23. S. 2458 was patterned closely after HR. 4434, 
but included some modificationa. Tide B of S. 2458 dealt with the lockbox isare and 
was lef erred to as the Guaranteed Spending Cut Act of 1994. 

The 103td Congress concluded without any committee markup or fioor 
considctation of a lockbox proposal 


’ This Bsiii^oflegisl a iion con tai nin g lockboK proposals is not cciiiptehenswe. 

* See the hearii* of the Sttbconaninee on the Legislatwe Process, oaitkdlsgrrloilwr 

Reorganitcuton Act of 1994 (H R. 3801), pages 35-46 
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104th Congress 

In the 104‘ Congress, several difTerent types of lockbox proposals were acted 
on by the House and Senate, either during consideration of annual approptiations 
measures or of proposals to reform the budget process. Two of these propo^s were 
enacted into law. three others were passed by the House but were not act^ on by the 
Senate. 

Annual Appropriations Measures. Lockbox proposals were offered to a 
wpp letnental appropriations bill for FY199S and to two r^ular appropriations bills 
for FY1996. The lockbox proposal included in the supplemental approptiatiotis bill 
was enacted into law. 

Section 2003 of H.R. 1944, the Emergency Supplemental Approptiations and 
Rescissions Act for FY1995 (P L. 104-19. July 27. 1995; 109 Suit. 247), required the 
0MB director to make downward a^ustments in the applicable disoetionaiy 
spenda^ Kmits by the aggngue amount of savings resulting the act (other than 

emergency appropriations).^ A related provision, Se^on 2004, prohibited any 
savings from the act from being taken into accoum fr>r puipoaes of the PAYGO 
scorecatd under the BEA of 1990, effectively p re v ent ing these savings from being 
used to “pay (br,“ or ofBMt, a tax cut. 

On August 4, 1995, the House passed a lockbox proposal u part of RR. 2127, 
the Labor-HHS-Education Appropriations Act for m996 (sae Title VH). The 
proposslofaedbyR cp r esema tiveCfipoassn s mendnicmon August 2. was agreed 
to Iv a vote of 373-52. ReprescMative Crq» based Ms amendment on a meawre he 
had introduced several months earlier, the Deficit Reduction Lockbox Act of 1995 
(see discussion below). The Senate Appiopriatioos Committee repotted H.R. 2127 
on Septenfoar 15 (S.R^. 104-145) without the lockbox title. The Senate did not act 
onRR. 2127; instead, appropriations 'or these agencies were consideied as part of 
an omnibus appropriations measure, RR. 3019. 

The Omnibus Consolidated Rescistions and Appropriations Act firr FY1996, 
H R. 3019, provided ftill-year ftinding for five of the regular appropri a tions bills, 
including H R. 2127. The House-pessed vernon of RR. 3019 included a lockbox 
procedmeahBhg to the ona the House added to RR. 2127. The proposal originated 
as an atn—Hmm offered by Representative Crapo. The Houae egreed to the 
amenfoiMntbyavoMof329-«0onMveh7. 1996. During Senate consideration of 
RR. 3019 on Match 14, Senator Grains offered an amendment comMning a lockbox 

procedure to the one pr op o s e d by Representative Cr^io. Ikiwever, the 
amendineatftl on a point oforder after a motion to waive section 306 of the 1974 


’ Pursuant to this requirement, ihs 0MB direclor reduced the Mnit on discretioeaty 

bwMet auihari^ to FY1995 by $15 biOian; anailer adintnnems in other budget autboriiy and 

outlay »i«« were made. See Table 12-1 in the Sequeetranon Preview Report, Budgtt 

o/tht UntudSUMM Govtmmm. Fiscal Tsar 1997. AmtfyUeal FcrspceUvis, March 1996, 
page 202. 
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Congressional Budget Act failed to receive the required three>fifths vote.' 
Subsequently, the conference agreement deleted this provision. 

Budget Praceat Reform Measures. A temporary lockbox mechuism was 
enacted into law as part of a measure providing the President with "line-item veto* 
authority. In addition, the House pass^ a 6ee-standing lockbox measure. 

On April 9. 1996. Presidem Clinton signed the Line Item Veto Act into law u 
P L. 104-130 (110 Sm. 1200-1212). The act which was incorporated into the 
Congressional Budget and Impoundment Control Act of 1974 as a new Part C of 
Title X, expanded the Presidem's authority to cancel ceitain ^getaty elements of 
legislation passed by Congress, including dollar amoums of discretionaiy spending, 
items of direct spending, and limited tax benefits. 

Both chantes had included loddwx ftatutes in the initial item veto legislatkm. 
H.R. 2, the Line Item Veto Act passed the House on February 6, 1995, by a vote of 
294-134. Under the act the President could propose in a special message to 

Coi^ress the rescission of discretionary appropriations or the repeal of target^ tax 

benefits. Ms proposals would become law unless overturned by Congress within a 
cenainperiod. Section 2(b) ofthe act authorized the Presidem to propose reductiotis 
in the appropriate discretionaty spending timitt'by amoums that did nm exceed his 
total resdssion proposals. 

S. 4, the Separate Enrollmem and Line Item Veto Act of 199$, pasted the 
on March 23, 1995. by a vote of 69-29. The act provided fi)r the separM 

emollmem of individual items in annual appropriations acts, and new direm spending 
provisions and new targeted tax benefitt in tuthorization acts, prior to being M to 
the Presidem. Each separately enrolled item would be coiisrinited as u individual 
measure that the Presidem could approve or veto under existing authority. Section 
8 of the act required the President, in instances in which an annual appropriations act 

or an authorization act had been vetoed (aixl the veto had nm been overridden), to 
reduce the discrctionery spending limits or the PAYGO balance as appropriate. The . 
appropriate amoum of reduction would be the ainoum by which the measure would 
have increased the deficit in each respective year. 

As enamed. Section 1024 of the Line Item Veto Act contains a lod^ 

mechansm imanded to ensure that any savings resulting firom the exerciae of the item 
veto authmily are tnaimained and are nm used to ofitet other spending. Withtegard 
to dncniiamiy spendii» the (»4B dncior must add together any such cancellations 
and reduce the discretionaiy spending limits by these amounts. Aggregatedeto 
reduGlionm the PAYGO process, resulting fiom the cancellation of direct spading 

or limited tax be ne **«, is monitored in PAYGO reports but is nm refiected in the 

PAYGO scorecard. Consequcmiy, any deficit reduction achieved under the line itm 

veto process cannm be used to oCBet PAYGO legislation that increases the deficit. 
Procedures under the Line Item Veto Act, including the lockbox m ec h a n is m , expire 
at the end of 2004. 


• See the Congrtssional lUeord of Match 14, 1996, at pages S2081-S2084. 
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A stand-alone lockbox proposal, H R. 1162 (no short title), was introduced by 
Representative Crapo and others on March 8. 1995, and referred to the Budget. 
Government Reform and Oversight, and Rules Committees. Subcommittees of the 
House Rules Committee and the House Govern m ent Reform and Oversight 
Committee held a joint hearing on lockbox proposals on July 1 1 . The House Rules 
Committee mark^ up H R. 1 162 on July 20, ordering it &vorably reported with 
amendments by voice vote (H Repc. 104-205. Part 1, D^cit Reduction Lockbox Act 
of 1995, July 25, 1995). A short title, the Deficit Reduction Lockbox Act of 1995, 
was added by one of the amendments. The House passed H R. 1 162 with further 
amendments on September 1 3, by a 364-59 vote. The Senate took no action on the 
measure. 

105* Congress 

On January 7. 1997, Representative Crapo and others introduced H R 1 26, the 
Deficit Reduction Lockbox Act of 1997. Ihe bill establishes lockbox procedures 
similar to those proposed in H R 1 162 in the 104* Congress. The bill wu referred 
to the Rules and Budget Committees on January 7, and to the Legislative and Budget 
Process Subcommittee of the Rules Committee on February 24. 

On July 15, Representative Ctapo offered the proposal embodied in H.R 126 as 
an amendniem to HR 2107, the Department of the Interior and Related Agencies 
Appropriations Act for FY1998 (see Title IV)., The amendniem was agreed to by a 
voteof314-109andtheHousesubsei]bent)y passedthebillasamended. TheSen^ 
Appropriations Committee reported HR 2107 on July 22 (S Rept. 105-56) without 
the lodcbox title; the Senate has not yet considered the bill. 

In addition, the Budget Process Reform Act (H R 1372), introduced by 
Representative Cox and others, includes, amoi^ othm budget process reformi a 
lockbox procedure to ensure that savings fiom spending cut amendmems ate used to 
reduce the deficit. The bill was referred to the Rules, Budget, and Appropriations 
Committees on April 1 7. 

While the preceding procedures are imended to apply to spending cut 
amendments, lodcbox provisiona that would apply to spedik spending reduction 
legislation have been introduced as wen. HR 1340, the Corporate Responsibility Act 
of 1997, includes a provision (Section 301) which prevents any changes in revenues 
or direct spending resulting fi^ the act to be coumedfiirPAYGO purposes. This 
bill waa referred to several comnittees, including the Budget Committee on April 15 
Also, S. 821, which efeianates the automatic cost-of-ttving pay increases for Menriiers 
of Congnm tet|uires that the discretionary spending limits be reduced by the amouffi 
ofsavi^ result from this act. The bill was refitrred to the Gover nm ental Aflfeirs 
Committee on June 3. 
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Features of the Deficit Reductiou Lockbox Act of 1997 

The Deficit Reduction Lockbox Act of 1997. H R 126. a leadini lockbox 
proposal, would amend the 1974 Congressional Budget Act to establish a lockbox 
mechanism for discretionary spending. Its fisatures arc typical of proposals to 
establish an ongoing, broad-based lockbox mechanian It relies on existing 
procedures under the budget resolution process and the sequester process for 
enforcement. 

Thete are tlseeinakiietiuies of the lockbox mcchamsm proposed by H R. 126. 

First, a 'deficit reduction lockbox ledger" is maintained by the direaor of the 
Coi^ressi^ Budget Office (CBO). The le^ is divided into entries conesportding 
to each of the Appropriatiofs subcommittees and each entry cohsisu of separate parts 
for the House balance (reflecting House passage), the Senate balance (refiectir^ 
Senate passage), and the joint House-Senate balance (reflecting the average of the 
other two balances). The CBO Erector credits imounu equal to the n« reducti^ 
in new budget authority and outlays resulting from floor amendments — exchiding 
Ap^opriaticHis Comntittee amendments — to each balance, as appropriate. 

Second, the spendii^ allocationi to the Appr^riations Committees, and the 
suball oc ations made by each coimnittee to ill aubcommittees. made anmiaMy under 
the 1974 Congroiiirinal Budget Act (foOowing adoption of rite budget resohition) are 
K^uiied tkwnwwd auiomaticeMy upon the credhii® of aitiouiits to the joint Houae- 
Senate balance (i-*.. b ^ r e cemfisrertee actioA). 

Third, the final appropriations metsure ft>r a fiscal year, either a rqjular 
appropriations act or a full-year aottinuii« resolutkm. must set fwth the arnounii 
equal to the sums of the joint House-Senate loddMx balances, by which the 
disoetkmary spendii^ limits used in the sequester process shall be reduced The 
reductions ere made auiomaocafiy by the 0MB director upon enacunem of the final 
appropriations measure. 

In addition to these main elements, the biU requires that a ninning tally be 
Hfwa V iM i df r iri"" of x p prp pritt ions bitti. showing the increases 
and deereaaas in budget authority result^ frum amendmesiu. and that lockbox 
infbnnMioo be included in poiodic CBO sco r e k eep in g reports 
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provided on a fiscal year cycle that runs from October 1 through September 30. (For 
example, FY1998 be^ on October 1, 1997, and ends on September 30, 1998 ) 

Over the past several decadea, the timing ptttetna for congressional action on regular 

appropriation bills have varied considerably, but tardy enactment has been a persistent 
problem. During the period runnii^ from FY1952 through FY1997 (covering A6 fiscal 
years), there have been only four instances in which all of the regular appropriation acts 
were on time (FY1977, 1989, 1995, and 1997).' In 17 cases, none of the regular 
appropriation bills was enacted by the start of the fiscal year. 

When action on the regular appropriation bills is delayed. Congress turns to a 
continuing resolution (CR) to provide interim funding.' The CR is so named because it 
provides continuing appropriations in the form of a joint resolution. (Occasion^y, 
however, continuing appropriations are provided in bill form.) CRs usually fiind activities 
undr- a ftirmula-type approach which provides spending at a restricted level, such as the 
le.>ser of the amount pa^ by the House or the Senate in appropriation bills not ready for 
transmittal to the President. In many instances, the amoum of fiindir^ available for 
particular activities is increased when the regular appropriation bill is subsequently 
enacted. Congress is not bound by these conventions in determining funding levels, 
however, and there have been many variations iii practice in recent CRs. Further, Cfe 
usually do not allow new activities to be initiated — funding is available only for activities 
during the past yev — and existing conditions and limitations on program 
activity are retained. 

Outing the 46-yeB’ pedod cited above, CRs have been enacted fiw all but fi)ur fiscal 
years (FY1953, 1989, 1995, and 1997).’ In most years, more than one CR was needed 

as Congress wwked to complete action on the regular appropriation bills. Thenumberof 

CRs enacted during the period ranged from zero to six, except fix FY1996, when 14 
separate measures providing contitMiing appropiianoos were enacted.* In some years, 

especially during the 1980s, the final CR provided funding for one or more of the regular 

appropriation bilb fix the remainder of the fiscal year. 

TheAntideficiencyAct(31 USC 1341-1342, 1511-1519) generally barsagendes 
from continued operation in the absence of appropriations. Exceptions ate made under 


' Fiaidn< fix several unauthoiued programs WM dropped from tegilarapptoptiatioos acts 

fixFYl977,i - 


2 For aeneial see the Congressiooal Resewcfa Service repixt Continuing 

AppnpnailomAea: Bii^Overvtew of Recent Praettees, by Edward Davis, CRS Report 95-992 
GOV, SepMhibar 22, 1995 , 6 pagm. 

» Aiif««n fn»jni«>fr«»' r»«**i<— maMii««ferFY1953 were enacted aso law afrer the start 
ofthe fiscal vear on July 1, 1952 , no cootinuing appropriations were provided. Section 1414 of 
P.L. 82-547' (July 15, 1952), a supplemental a p propr iat ions measure fix FY1953, resolved 

teelmieal legahties arising from the tardy enaetmerrt of appropriations fix thm jnar. 


* See the fbllowirm two reports of the Congressiooal Research Servicr. (1) Con^Xf 

ApprophaMmAea: Summary DMa far Fiscal Years 1977-1995, by Edwa^Dayb wd Eob ert 
KdSTcRS Report 95-78 GOV, December 30, 1994, 5 pages; and (2) 

ResohMons: List of Measures. Chronology. Citations, by Sandy Streeier, CRS Report 96-452 


GOV, July 25, 1996, 5 pages. 
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the act for activities invotving "the safety ofhuinaii life or the protection of propeny.” The 
interval during the fiscal year when agency appropriations are not enacted into law, either 
in the form of a regular appropriation act or a CR, is referred to as a fiinding gap. 
Although funding g^M may occur on October 1. at the beginning of the fiscal year, th^ 
may occur any time a CR expires and another CR (or the regular appropriation bill) is not 
enacted immediately thereafter. Also, more than one funding gap may occur for a fiscal 
year. 


In 1980 and 1981, Attorney General Benjamin CKiletti issued opinions clarifying the 
need for federal agencies to begin terminating regular activities immediately upon the 
occurrence of a funding gap. Consequently, when a funding gap occurs, the federal 
govemmern begins a sAatifoiM of the affected agencies. A shuttfom entails the prompt 
furlough of non-emergency personnd* and curtailment of agency activities, including tte 
provisiooofinost services to the public.* The general practice ctf the fisderal government 
over the yean has been to pay fUrloughed employees, after the shutdown has ended, fisr 
time missed, even whet', no work was performed. 

During the 21 fiscal yean from FY1977 through FY1997, there were 17 funding 
gaps.' The gaps ranged in duration from one day to three weeks. Six of the seven 
lengthiest funding gaps, lasting between 8 and 17 days, occurred between FY1977 and 
FY1980,beft)te the Civiletti opinions were issued After the issuance of these opiniona, 
the dutabon of fifflding gaps shortened considerably (ranging from one to three di^ with 
the longer gaps occurring over the weekend). However, a six-day and a thr^week 
funding gap fiw FY1996 occurred between mid^November of 1995 and early January of 
1996, due to unusually difficuft and protracted n^odations between the Presidem and 
Congress over appropriatiotis issues. 

AHtoflMtk CmtimiiBg Resohitioa 

Extensive reliance on CRa, and the occurrence of fimding gaps and fisderal 
government sfautdowna, have been persiateni features of the annual appropriations process. 
Propotab have been iniide from time to time over the years to alleviate these problems by 
estabUahing an nutomatic coRttrwing rvsolahon (A(^).' The common fisanue of these 


’lkailtaeM|y.sndipstaonnslwseeiisuallyfeftnedtDas*ii f s i I ' ls enti sl,* but this term has 
ooms to be tegttdtd as demeaning. 

* See the Congtesaional Research Service report Shadamt of dm Ftdtral Gavtmmtm: 
fijfeen ON fee PhdnnI IRmb^mr end OMtr Stcrora, by Jamm P. NMinth, CRS Report 95-906 
GOV. apdtstd Aiwsat 15. 1997. 35 

’ For infennaaicn on these occatienees. tea the fbUowiag Congretaienal Research Service 
repcM: ConOmiitgRgiobitlomandFdndbtgGapi: SihemI Dam^ Fiscal Yoan 1977-1995, 
by Robert KeidiMri Edward Davis. CRS Report 95-995 GOV, Seplenfeer 25. 1995.9pagts. 
Alao^ ess the 7995 Congrcssronal QiMrWffy it/mcnee. "Govermneni Shuts Down Twice Due to 
Lack of Fandav.* 1 1-3 through 1 1-6. 

' See. for exampis. the report of the General Aeeooniing OCBoe. AndMf Gqpr Aqpmtfar 
Federal <jom i mmmQpsnaiem(FAI>4U3\\t4ssdk3, 1981; the prim of the House Oovammtnt 
OfsadamCatmddm,ll^bmcfimFsdsndBadgtiProctu: An Analysis of hkgor Proposals, 
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proposals is the establishment of a mechanism to ensure a fallback source of funding for 
activities, at a restricted level, in the evem the timely enactment of appropriations is 
disrupted. The funding would become available automatically and remain available as 
needed so that a funding gap would not occur and the furlough of federal employees 
would be avoided (or at least severely limited). 

The two major variables in the design of an automatic continuing resolution are 
funding level and duration. With regard to funding level, most ACR proposals would set 
funding for the new fiscal year at a level consistent with the rate of operations for the prior 
fiscal year or some percentage of that rate. This would allow agencies to continue 
operating at close to the "status quo," without prejudging which programs should be 
increased or scaled back. On the issue of duration, ACR proposals range from providing 
continuing appropriations fix’ a short imerval, like a month, to the foil fiscal year, or even 
indefiniteiy (so thtt continuii^ appropriations would become available automatically year 
after year as needed). 

Proponents of ACR proposals identify several categories of (xoblems that could, they 
assert be avoided if funding gaps and the ensuing ftdetil government shutdowns were not 
allowed to occur. First shutdowns may incur-significanr costs to the fbderal government 
for various reasons, including program inefficiencies that arise finm the disruption and 
fiom making payments to fedi^ employees, after the shutdown has ended, fix a period 
when work was not p erformed. If die shutdown is fiurly large in scale, as occurted in late 
1995 and early 1996, the cost to the foderalgovemmem runs into hundreds of millions of 
dollars. In addition, fodcral employees-thcniselves may have to contend with delayed or 
reduced paychecks, the imenuption of ofiSdal travel, and siinilar proble ms . 

Second, shutdowns may incur significant costs to private sector entities that have 
business atrangements with the finleral government or otherwise ate closely aligned with 
federal activities. A lengthy shutdom may impede the tiniely paymm of foderal 
contractors, for example. Less directly, businesies depen^ on fbderally>sponsored 
activities, such as ho^ and restaurants that service visitors to national parks and 
monuments, m^ suffix economic losses when these fodlhies abut down 

Thitd, shutdowns m^ disnipt the provision of services to program benefidaties and 
the general public. Certain benefit payment^ involving su^ programs m veterans^ 
asaatance and Medicare paymentt to health maintenance organizifoons, mqr not be paid 
when a shutdown lasts fix any significant period. Citi«ns intendiiig to travel overseu 
may not be able to obtain passport sarvicea; toutisu making long-planned vacations nuqr 
be barred fitn eniiy at manypublie sitaa. 

Fourthr many ACR ptoponentt behave that shutdowns create a strong, negative 
p erceptio n regstdhg the abiify of elected officials to govern effitetively and that the onus 
foils prindpaliy on Congress rathsr than the PiesidanL 


iuae 1917 (p^ 4-7); and the print of the Senate O ovemmsnia l AlfoitsCenaninea.Fh»pat»rf 
Bui^Rt/brm: 4Criffcafi4iMfyM.i4pr<//9M(pagta32>3S). 
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Finally, an ACR. in the view of some, may promote an atmosphere at the end of the 
session more conducive to the constructive resolution of negotiations over legislation. 
Too often, they assert the crisis atmosphere swrounding funding gaps late in the year 
pressures Members into accepting less-than-desirable solutions to breek legislative 
impasses. 

The major concern of opponems of ACR proposals is that they could serve as a 
disincentive to enact the regular appropriation bills in a timdy manner, or even at all. By 
knowing that a “fiul-4a&” funding mechanism in the form ofan ACR exists, which would 
prevent the disruption from a govemmem shutdown, negotiations over snnual 
appropiiations could slow down considenbly as difierent sides see sn advantage in taking 
more time to pursue their goals. Ifnegotiations extended weeks past the beginning of the 
fiscal year without clear signs of impending agreement , an acceptance of the status quo. 
or something near to it, and adjoununent might be the most appealing option to many at 
that time. In this view, an ACR, therefore, could offor Congress a convenient “escape 
hatch” fixmi a difificuh situation when time has tun out. 

Further, ACR critics maintain that siq>pofters of reduced funding levels fbr annual 
appropiiatioos might v^ well see thwarting action on the regular appropriation bills (at 
least thoaa that would increase spending) as an important means of achieving their go^ 
A funding fitrmula set much lower than 100 percent of the prior year’s level probably 
would encourage a congressional m^ofity to seek enactment of the regular bills; but the 
98>perceat or lOOiieroent frmnula may be teen by many as an adequate funding levei 
given the commitment to balance the budget. Reliance upon an ACR could allow 
Congress to achieve this goal without actually taking any “tough votes” to cut 
discretionaty spending significantly. 

Finally, the chief drawback to a fixmuia-bated approach, opponents of an ACR 
asseri, is tliM it may engender inequities and undermine accountability. Many would argue 
that the notiona of congresskmal accountability and responsibility in exercising the “power 
of the purse” entail the exercise of defiberate choice. The development of annual 
appropriatiott bills through the regular legialative process entails mal^ thousands of 
separM dedaions. The efibets ^ increasing fiinding or decreasing fimding fbr each 
account, and the progra m s, projects, and activities within those accounts, are carefiilly 
weighed a c cord i n g to various criteria. All Members have an opportunity to take part in 
this process at acme level Resort to a fixmuia-besed approach, however, treats all items 
the same. P rogra ms in need of significant increases are treat^ in the same manner u 
p rogram s that can be cut lign i fifatefy , if nor eliminated altogether. From this p ers p ective, 
when Mambati an denied the opportunity to influence outcomes fix’ particular programs, 
they may not ha held as clearly aocourttaUa fbr them. 

Cnireat Propnsab 

So for during the lOS* Congress, the House and Senate have acted on an ACR 
proposal Bchided in legislation providing supplemental appropriations fix FY 1997. The 
I f gi s i ntion was vetoed ty President ClhB^ on June 9. 1997. A sub s e q ue nt supplemental 
appropriatkais measure, which did not contain an ACR provision, was enacted into law 
(P.L. 105-11). 
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The Senate initiated consideration of the supplemental appropriation bill, S. 672. An 
ACR provision, pegged at 98-percent of the prior year's funding level and effective for the 
duration of FY 1998, was included in the bill as developed in the Senate Appropriations 
Committee.’ The provision was sponsored by Senators John McCain and Kay Bailey 
Hutchison and was based upon a freestanding ACR proposal they had introduced earlier, 
S. 547. Pursuant to the provision, the 98-percem funding level could remain in effect for 
as long as the entire fiscal year, but would have no effect beyond FY1998. Several 
provisions, dealing with such matters as the terms and conditions, coverage, and charging 
of expendWes under continuing appropriations also were included in the proposal; these 
provisions essentially were “boilerplate” fittm recem continuing resolutions. According 
to Senators McCain and Hutchison, the funding formula — 98 percent of the prior year’s 
level — ^was consistent with past budget resolution policy aimed at balancii^ the budget by 
FY2002. Accordingly, if ciicumstances dictated that the funding frirmula remain in effect 
for all programs during the entire fiscal year, that action would hot undermine balanced- 
budget efforts. 

An unsuccessful motion to strike the provision was made in committee by Senator 
Roben Byrd. On May S, during Senate considcratioa of S. 672, Senator Byrd again 
offered an amendment (#59) to strike the provision from the bill. During discusaon of 
proposal Senator McCain obtained unanimous consent to modify the (novision, raising 
the funding fixnajlafinm 98 peroem^to too pert^. He exphuned that the recm budget 
summit a g r e e m ent, which provided fi>r modest increases in discretionary spending, made 
the sd pisringnr reasonablft The Byrd a mendment was tabled the next day by a vote of SS- 
45 and the modified provision was retained in the bill 

The House consideted its version of the supplemental appropriations measure, HR. 
1469, on May 15. Representative George Gekas offered an amendmem (#7) proposing 
an ACR that was identical to the Senate provision. The Gekas amendment wu adopted 
by the House by a vote of 227-197. 

The ACR proposal, as passed by both the House and ScMte, was included in the final 

version of H R. 1469 (as Title IX), wWch passed both chaihbers on June 5.“ Presidca 

Clinton vetoed the measure on June 9, citing several objections to the mourn the first 

being the inclusion of the ACR proposal He in d ic a te d that the ACR, if it funded all 
appropriations for the entire fiscal year, would result in fimding levels SIS billion Mow 

the levels contained in the budget agreement he had reached earlier with Congress." 

In the House; measures dealiog with the issue of an ACR include; HR638andKR 
1916 (GckasX HR. 987 (J. PetsrsonX HR 1372 (CoxX HR 1785 (KleczkaX and HR 
1912 (T. Davis). ACR proposals in the Senate include S. 228 and S. 547 (McCain) and 
S. 396(hfikalski). 


’ See Tide VR the GovemawM Shiidexm Prtvtiutan Aa, on pago 81-85 of S. 672 as 
repotted on April 30, 1997 (S.Rept 105-16). 

"> See the oonfennoe report on HR 1469(H.Rept lOS-l 19, June 4. 1997X pagH 67-69 
' (legislative text) and 125 (Mef exphuatian). 

" For the text of the Presidenfs veto message, see the Congrwriono/Rteond of June 10, 

1 997, at pages H3633-34; also, see the 'White House Briefing Room’ link on the While House 
Homepage (hnpAvww.whitBhouse.gow). 
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The Senate's Bvrd Rule Against Extraneous Matter in 
Reconciliation Measures 


Summary 

Reconciliation is a procedure under the Congressional Budget Act of 1974 by 
which Congress implements budget resolution policies affecting mainly permanent 
spending and revenue programs. The principal focus in the reconciliation process has 
been deficit reduction, but in recent years reconciliation has encompassed revenue 
reduction. Although reconciliation is an optional procedure, it has been used most 
years since its first use in 1980. 

During the first several years' experience with reconciliation, the legislation 
contained many provisions that were extraneous to the purpose of irnplerneming 
budget resolution policies. The reconciliation submissions of committees included 
such things as provisions that had no budgetary effect, that increased spending or 
reduced revenues when the reconciliation instructions called for reduced spending or 
increased revenues, or that violated anotter committee’s jurisdiction. 

In 198S, the Senate adopted the Byrd Rule (named after its principal sponsor. 
Senator Robert C. Byrd) on a temporary basis as a means of curbing theM practices. 
The Byrd Rule has bm extended and modified several times over the years. In 1990, 
the Byrd Rule was incorporated into the Congressional Budget Act of 1974 as 
Section 3 13 and made permanent (Hf S.C. 644). 

A Senator opposed to the inclusion of extraneous matter in reconciliation 
legislation may offer an amendmem (or a motion to recommit the measure with 
instructions) thtt strikes such provisions from the legislation, or, under the Byrd Rule, 
a Senator may raise a point of order against such matter. In general, a poim of order 
authorized under the Byrd Rule may be raised in order to strike extraneous matter 
already in the bill as reported or tUscharged (or in the conference report), or to 
prevent the incotporation of extraneous maner through the adoption of amendments 
or motions. A motion to waive the Byrd Rule, or to sustain an appeal of the ruling 
of the Chair on a poim of order raised under the Byrd Rule, requires the afiBrmative 
vote of three-fifths of the membership (60 Senators if no seats are vacam). 

The Byrd Rule provides six definitions of what constitutes extraneous matter for 
purposes of the rule (and several exceptions thereto), but the term is generally 
described as coverit^ provisions unrelated to the deficit reduction goals of the 
reconciliation process. 

The Byrd Rule has applied to 10 reconciliation measures considered by the 
Senate from 198S through 1997 In 36 of the 46 actions involving the Byrd Rule, 
opponents were able to strike extr an eous matter firom legislation ( 1 7 cases) or bar the 
considetation of extraneous a m en d ment s ( 19 cases) by raising poims of order. Seven 
of 33 motions to waive the Byrd Rule, in order to retain or add ext r a n eo u s matter, 
were successful. The Byrd Ride has been used only three times (twice in 1993 and 
once in 1995) during consideration of a confbrence report on a reconciliation 
measure. 
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The Senate’s Byrd Rule Against Extraneous 
Matter in Reconciliation Measures 


Introduction 


Reconciliation is a process established under Section 3 10 of the Congressional 
Budget Act of 1974 (P L. 93-344), as amended. The purpose of reconciliation is to 
change substantive law so that revenue and mandatory spending levels are brought 
into line with budget resolution policies. Reconciliation generally has been used to 
reduce the dedcit through spending reductions or revenue increases, or a combination 
of the two. In recent years, however, the recondlialion process also has encompassed 
revenue reductions as an dement in overall deficit-reduction plans. 

Reconciliation is a two-step process. Under the first step, reconciliation 
instnictions are included in the budget resolution, directing one or more committees 
in each House to devdop legislation (hat changes spending or revenues (or both) by 
the amounts specified in the budget resolution. If more than one committee in each 
House is given instructions, each instructed committee submits reconciliation 
legislation to iu respective Budget Committee, which incorporates all submissions, 
without any substantive revision, into a single, omnibus budget reconciliation 
measure. With one exceptioa' reconciliation always has been applied to multiple 
committees and involved omnibus legislatioa 

Under the second step, the omnibus budget reconciliation measure is considered 
in the House and Senate under expedi t ed procedures (for example, debate time in the 
Senate on a reconciliation measure is limited to 20 houn and amendments must be 
germane). The process culminates with enactmem of the measure, thus putting the 
policies ^the budget resolution imo efiect. 

Reconcilialioo, which was first used by CongreM in 1980, is an optional 
procedure, but it has been used in most yean. Durii^ the first several yean’ 
experiencs widi reconciliation, the legislation contained many provisiont that were 
extraneous to the purpose ofreducing the deficit. The recondhation submissions of 
committees included such things as provisions that had no budgetary effect, that 
incrciind spending or reduced revenues, or that violated another committee’s 
jutisdktioa 


See the *«»•■«««■«« of Senate actioa on H.R. 3539 in fooinoie 10 on page 9. 
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In 198S. the Senate adopted the Byrd Rule (named after its principal sponsor. 
Senator Robert C Byrd) as a means of curbing these practices. The Byrd Rule has 
been modified several times over the years. 

The purpose of this report is to briefly recount the legislative history of the Byrd 
Rule, summarize its currem features, and describe its implementation from its 
inception through the present. 
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Legislative History of the Byrd Rule 


During the first five years that the Byrd Rule was in effect, from late 1985 until 
late 1990, it consisted of two separate components — (1) a provision in statute 
applying to initial Senate consideration of reconciliation measures, and (2) a Senate 
resolution extending application of portions of the statutory provision to conference 
reports and amendments between the two Houses. Several modifications were made 
to the Byrd Rule in 1986 and 1987, including extending its expiration date from 
January 2, 1987, to January 2, 1988. and then to September 30, 1992, but the two 
separate components of the rule were preserved. In 1990, these components were 
merged together and made permanent when they were incorporated into the 
Congressional Budget Act (CBA) of 1974 as Section 313 There have been no 
further changes in the Byrd Rule since 1990. 

The Byrd Rule originated on October 24, 1985, when Senator Robert C Byrd, 
on behalf of himself and others, offered Amendment No. 878 (as modified) to S. 
1 730, the Consolidated Omnibus Budget Reconciliation Act (COBRA) of 19851 The 
Senate adopted the amendment by a vote of 96-0.’ In this form, the Byrd Rule 
applied to initial Senate consideration of reconciliation measures. 

Senator Byrd explained that the basic purposes of the amendmem were to 
protect the effectiveness of the reconciliation process (by excluding extraneous matter 
that often provoked controversy wfthout aiding deficit reduction efforts) and to 
preserve the deliberative character of the Senate (by excluding firom consideration 
under expedited procedures legislative matters not central to deficit reduction that 
should be debated under regular procedures). He opened his remarks by stating: 

. . we are in the process now of seeing ... the Pandora's box which hat 
been opened to the abuse of the teconciliatiaa process. That process was never 
m ea n to be as it is being used. There are 122 items in the reconciliation bill 
that are extraneous. Itaicefonfa, if the majority on a committee should wish to 
include in r ecom m endations to the Budget Committee any measure, 

no matter how controvetsial, it can be brought to the Senate under an ironclad 
buik-in time agreement that limits debate, plus time on amendments and motions, 
to no more d^ 20 bouts. 

It was never feeeseen that the Budget Reform Aa would be used in that way. 

So if the budget reform process is going to be preserved, and more 

impostaesly if we ate going to preserve the deliberative process in this U S . Senate 


’ For a detailed legislative hisiaiy of the Byrd Rule, see the following print of the Senate 
Budget Comnunee: fidget Process Law Amotated—t993 Editton, by William O. Dauster, 
103"* Congicss. 1* Session. S. Ptt. 103-49, October 1993, notes on pages 229-246. 

’ Tlx Senate's oonsidetation of and vote on the amendment occurred on pages S14032- 
S 14038 of the Congressional Record of October 24, 1985. 
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— which IS the outstanding, unique etemen with respect to the L' S Senate, action 

must be taken now to stop this abuse of the budget process/ 

The Bynl amendment was included in modified form in COBRA of 1985 (P L 
99-272). which was not enacted into law until April 7. 1986. as Section 20001 (100 
5wr. 390-391). The Byrd Rule, in this form, thus became effective on April 7. As 
originally framed, the Byrd Rule was set to expire on January 2, 1987. 

Over the years, the Senate has expanded and revised the Byrd Rule through the 
adoption of two resolutions and the inclusion of provisions in three laws. Figure t 
lists the laws and resolutions that have established and amended the Byrd Rule. 


On December 19, 1985, 
the Senate adopted by voice 
vote a resolution (S.Res. 286), 
sponsored by Senator Alan 
Simpson and others, that 
extended the application of 
portions of the statutory 
provision to conference reports 
and amendments between the 
two Houses. Because the 
enactment of COBRA of 1985 
was delayed until early 1986, 
the portion of the Byid Rule 
dealing with conference reports 
became effective first. The 
provisions of S.Res. 286 were 
set to expire on the same date as 
the provision in COBRA of 
.1985 (January 2, 1987). 

In the following year, the 
Senate was involved in two 
actions affecting the Byrd Rule. 
First, the Senate adopted S.Res. 
509 by voice vote on October 
16, 1986. The measure, offered by Senator Alan Simpson and others, modified 
S.Res. 288 in a technical feshion. S^nd, the Omnibus Budget Reconciliation Aa 
of 1986 was enacted imo law. as P.L. 99-509, on October 21, 1986. Section 7006 
of the law made several minor changes in the Byrd Rule and extended its expiration 
date by one year — until January 2, 1988. 


Figure 1. Laws and Resolutions Establishing 
and Amending the Byrd Rule 

P.L. 99-272. Consolidated Omnibus 
Budget Reconciliation Act of 1985, Section 
2001 (100 Stat. 390-391), April 7. 1986 

S.Res. 286 (99* Congress, 1* Session), 
December 19, 1985. ^ 

S.Res. S89 (99* Congress, 2^ Session), 
October 16, 1986. 

P.L. 99-509, Omnibus Budget 
Reconciliation Act of 1986, Section 7006 (100 
Stat. 1949-1950), Oaober 21, 1986. 

P.L. 100-119, Increasing the Statutory 
Limit on the Public Debt, Section 205 (101 
Stat. 784-785), September 29, 1987. 

PJ> 101-901, Omnibus Budget 
Recondliation Act of 1990, Section 13214 
(104 Stat 1388-621 through 1388-623). 
November 5. 1990. 


' See the tematfcs of Senator Robert C. Byrd on page S14032 of the Congnsslonal 
Rrconrf of October 24, 1985. 
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Funher changes in the Byrd Rule were made in 1987 These changes were 
included in a measure increasing the statutory limit on the public debt, modifying 
procedures under the Gramm-Rudman-Hollings Act. and making other budget 
process changes (P L 100-119, signed into law on September 29, see Title II (Budget 
Process Reform)) Seaion 205 of the law added an item to the list of definitions of 
extraneous matter in the Byrd Rule and extended its expiration until September 30, 
1992. 

F inally Congress and the President agreed to further modifications of the budget 
process by enactii^ the Budget Enforcement Act of 1990 (Title XIII of the Omnibus 
Budget Reconciliation Act of 1990) Section 13214 of the law made significant 
revisions to the Byrd Rule and incorporated it (as permanent law) into the CBA of 
1974 as Section 313 (2 (/.5.C. 644). 
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Current Features of the Byrd Rule 


A Senator opposed to the inclusion of extraneous matter in reconciliation 
legislation has two principal options for dealing with the problem. First, a Senator 
may offer an amendment (or a motion to recommit the measure with instructions) that 
strikes such provisions from the legislation. Second, under the Byrd Rule, a Senator 
may raise a point of order against extraneous matter. 

The Byrd Rule is a relatively complex rule’ that applies to two types of 
reconciliation measures considered pursuant to Section 3 10 of the CBA of 1974 — 
reconciliation bills and reconciliation resolutions.’ (The practice of the House and 
Senate has been to consider only reconciliation bills.) Funher, it establishes a point 
of order in two subsections ((a) and (d)) and sets forth procedures to be implemented 
in the event of t success^ point of order in three subsections ((a), (c), arid (d)).’ 

In general, a poim of order authorized under the Byrd Rule may be raised in 
order to strike extraneous matter already in the bill as repotted or discharged (or in 
the confaence report), or to prevent the incorporation of extraneous matter through 
the adoption of amoidments or motions. A poim of order may be raised against a 
single provision or two or more (frovisions (as designated by title or section number, 
or by page and line number), and may be raised against a single aroendmem or two 
or more amendments. The Chair puty sustain a poim of order as to all of the 
provisions (or amendmems) or only some of them. 

Once material has been stricken from reconciliation legislation under the Byrd 
Rule, it may not be offered again as an amendmem. 

A motion to waive the Byrd Rule, or to sustain an appeal of the ruling of the 
Chair on a poim of older raised under the Byrd Rule, requires the affrimative vote of 
three-fifths of the membership (60 Senators if no seats are vacam).' A single waiver 


’ Some of the complexities of the Byrd Rule aie examined in: (1) Riddick 's Senate 
Procedure (SDoc. 101-28, 101* Congiess, 2f* Scbsmb, 1992), by Floyd M. Riddick and Alan 
S. Fnimin, oa pageo 624-626; and (2) Budget Process Law Annotated— 1993 Edition, by 
William O. Oausler, op. dt, beginning on pegs 198. 

’ Part at the Byrd Rule, Section 313(a), also applies to reconciliation measures 
ccneidendpirsoam to Section 238CoftheGRH Act. This section, which so fiu has never 
been invoicBd, provides fer the ocniderition of reconciliatioo legislation m the &11 in Older to 
achieve deficit l ed u ctio n e thee would obvime die need fcr an expected sequeste r under the pay- 
as-you-go te quiiwnem or the deficit taigeo. Ail of the lecoociliation measures ccnsidered by 
the Senate thus ftr have oiiguiaied putsuam to Section 3 10 of the CBA of 1974. 

’ Due to a diafling error, the Byrd Rule contams two subsections (c). The first deals 
with a list of extianeous marten that must be submitted fin the record by the Senate Budget 
Commoiee when a reconciliation measure (or ccnfticnee report thereon) is considered. The 
second deals with Senate action on a conference report or amendmem between the Houses. 

' In the Senaae, most poims of order under the Congressional Budget Act require a thiee- 

(connnued...) 
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motion can: (1) apply to the Byrd Rule as well as other provisions of the 
Congressional Budget Act; (2) involve multiple as well as single provisions or 
amendments; (3) extend (for specified language) through consideration of the 
conference repon as well as initial consideration of the measure or amendment; and 
(4) be made prior to the raising of a point of order, thus making the point of order 
moot. 

When a reconciliation measure, or a conference report thereon, is considered, 
the Senate Budget Committee must submit for the record a list of potentially 
extraneous matter included therein. This list is advisory, however, and does not bind 
the Chair in ruling on points of order. 

Determinations of budgetary levels for purposes of enfordng the Byrd Rule are 
made by the Senate Budget Comminee. 

Definitions of Extraneous \iatter 

Subsection (bXl) of the Byrd Rule provides definitions of what constitutes 
extraneous matter for purposes of the rule.' The Senate Budget Committee, in its 
report on the budget resolution for fiscal year 1994, noted; 

‘Extraneous’ is a term of an. Broadly speaking, the rule prohibits 
inclusion in reconciliation of matter unrelated to the deficit reduction goals 
of the reconciliation process.’ * 

A provision is considered to be extraneous if it falls under one or more of the 
following six definitions: 

( 1 ) it does not produce a change in outlays or revenues; 

(2) it produces an outlay increase or revenue decrease when the instructed 
committee is not in compliance with its instructions; 

(3) it is outside of the jurisdiction of the comminee that submitted the title 
or provision for inclusion in the reconciliation measure; 

(4) it produces a change in outlays or revenues which is merely incidental 
to the non4>udgetary componems of the provision; 


'(..continued) 

fiflhs vole ofthe membership to waive. Most of these tfaiee-fiftlis waivers, includmg waivers 
ofihe Bvid Rule, are temporary and scheduled to expire at the end of fiscal year I99S. Title 

XVI (Budget Enforcement) of HR. 2014, the Revenue Reconciliatiao Act of 1997, as passed 
' by the Senate, would extend these ptovisMOS through fiscal year 2002. 

’ See the report of the Senate Budget Committee to accompany S.Con.Res. 18. 
Concutient Resolutiao on the Budget, FY 1994 (S.Rept. 103-19, March 12. 1993), at page 
49 
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(5) it would increase the deficit for a fiscal year beyond those covered by 
the reconciliation measure; and 

(6) it recommends changes in Social Security. 

The last definition complements a ban in Section 310(g) of the CBA of 1974 
against considering any reconciliation legislation that contains recommendations 
penaining to the Social Security. For purposes of these provisions. Social Security 
is considered to include the Old-Age. Survivors, and Disidiility Insurance (OASDI) 
program established under Title 11 of the Social Security Act; it does not include 
Medicare or other programs established as pan of that aa. 

Excepdons to the Dcfiiiitioo of Extnocoiis Matter 

Subsection (bX2) of the Byrd Rule provides th 4 a Senate-originated provision 
that does not produce a change in outlays or revenues Shall not be considered 
extraneous if the Chairman and Ranking Minority Memben of the Budget Committee 
and the comminee reportiiig the provision per^ that — 

• the provision mitigates direct effects clearly attributable to a provision 
changing outlays or revefiues and both provisions together produce a net 
reduction in the deficit; or 

• the provision will (or is likely to) reduce outlays or increase revenues; (l)in 
one or more fiscal years beyond those coveted by the reconciliation measure; 
(2) on the basis of new regulations, court ruling on pending legislation, or 
relationships between economic indices and stipulated statutory triggen 
pertaining to the provision; or (3) but reiiabie estimates cannot be made due 
to insuffidem da^ 

Additionally, under subsection (bXiXA), a provision that does not change 
outlays or revenues in the net, but wlncb includes outlay decreases or revenue 
increases that exactly offeet outlay increases or revenue decreases, is not considered 
to be ex tr a n eous. 

The fill! text of the Byrd Rule in iu cutrem fbrm is provided in Appendix A. 
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Implementation of the Byrd Rule 


Congress and the President have considered IS omnibus reconciliation measures 
(as shown in Table I) between calendar year 1980, when the reconciliation process 
was first used, and the present.'” Twelve of these measures were enacted into law, 
one (the Balanced Budget Act of 1995) was vetoed by Presidem Clinton, and two 
presently are being considered by the House and Senate. The Byrd Rule was fully in 
efiea during the consideration of 9 of these 1 5 measures, beginning with the Omnibus 
Budget Reconciliation Act of 1986. In late 1985 and early 1986, the portion of the 
Byrd Rule dealing with conference reports and amendments between the two Houses 
was in effect during the consideration of a tenth reconciliation measure (the 
Consolidated Omnibus Budget Reconciliation Act of 1985), but.no actions were taken 
under the rule. The Byrd Rule had not been established when the first five 
reconciliation bills were considered. 

In total there have been 46 actions involving points of order or waiver motions 
(or both) under the Byrd Rule. " (A point of order can be raised under the Byrd Rule 
without a waiver motion being offered; conversely, a waiver motion can be offered 
without a point of order having been raised.) Fptty-five points of order were raised 
and 33 waiver motions were offered in thex 46 cases. In one instance, a point of 
order was not raised becaux a waiver motion previously had been offered and 
approved, thus making the point of order moot. 


' ° The Senate alx considered two measura linked o the reconciliatiaa process. On 
December 15. 1975, the Senate considered, amended, and passed H.R. 5559, the Revenue 
Ai^usonem Act of 1975, which reduced revenues by about $6.4 billion pursuant to a budget 
resolution instruction. The measure was not regarded u a reconciliation bill when it was 
considered by the Hoax; the Presideai vetoed the measure later in the year and the Houx 
sustamedUsvem. See the remaifcs of Senator Russell Long and the Presiding OfScer on page 
40540 and the remarks of Senator Edmund Muskie and others on pages 40544^550 m the 
Congrtssional Record of December 15, 1975. regarding the status of HR. 5559 as a 
reconciliation bill. 

Jhe Deficit Retkictian Act of 1984 (P.L. 98-369) was regarded u a reco n c i l i a t io n bill when 
it wx ■'■ ■■««<»— << ia the House, but was stripped of that classification when it was considered 
in the Senate (in April and of 1984). 

" The Bvrd Rule is only one of many pohn-of-order provisions in Titles m and IV of 
dm Coi«resaianl Budget Act of 1974, as amended (2 1/ 5. C. 644) In some mstances, pouns 
of order or waiver motions are made under the Act by general reference only (such as a 
Senaiar raising a poun of order '‘under Title 10 of the Act1 rather than by spec^ reference 
to the proviaian(s) involved. When only pneral references are made, it usually is impossible 
to ‘ irfrm rn m (by r e fe r en ce to in the Congressional Record alone) whidi proviskn of 
the Act is in^ved. Consequently, this report reflects only thox instances when specific 
reference was imde to Section 313 of the Act or to the Byrd Rule and may undescouta 
somewhat the actual number of actions mvolving the rale. 
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On the whole, actions under the Byrd Rule have occurred more frequently in 
recent years and opponents of etaraneous matter in reconciliation legislation have 
used the Byrd Rule successfully Table 2 shows that a total of 9 actions occuaed 
during the first five years in which reconciliation legislation was considered ( 198S, 
1986, 1987, 1989, and 1990), compared to 37 actions for the last four years (1993, 
1995, 1996, and 1997). Funher, of the 46 total actions pertaining to the Byrd Rule, 
36 involved actions that resulted in extraneous matter b^ng stricken or barred while 
10 involved actions that resulted in such matter being retained or added. (In the 36 
actions in which points of order were invoked successfully, the opponents were able 
to strike extraneous matter from the legislation in 1 7 cases and bar the consideration 
of extraneous amendments in 19 cases.) 

Table 2. Summary of Actions Under the Byrd Rule 


Year 

Actions to Strike 
or bar 
extraneous 
matter 

Actions to retain 
or add 
extraneous 
matter 

Total 

actions 

1985 

0 

0 

0 

1986 

1 

1 

2 

1987 

0 , 

1 

1 

1989 

0 

0 

0 

1990 

5 

1 

6 

1993 

5 

2 

7 

1995 

5 

0 

8 

1996 

5 

1 

6 

1997 

12 

4 

16 

Total 

36 

10 

46 


Table 3, at the end of tfab section, provides more detaM infomiation on actions 
involving points oforder and waiver motions made under the Byrd Rule from 1985 
through 1997 (fix 1997, the table does not yet include Senate action on the 
confixencB reports on the two reconciliation bills). 

Only 7 of the 33 motions to waive the Byrd Rule to permit the inclusion of 
extraneous matter were successfiil. Six of these motions were used to protect 
committee-reported language in the bill; only one of 19 motions to protect a floor 
amendment was successful. 


It is difficult, if not anposnUe, to accunmiy detenoine the deterroa effect of the Byrd 
Rule, so this aspect IS not addressed in this report 
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The 7 successful waivers exceeded the required 60>vote threshold by an average 
margin of 1 7 votes, while the 26 unsuccessful motions to waive the Byrd Rule fell 
short of the threshold by an average of 13 votes. Eleven of the 26 unsuccessful 
motions gairered more than a majority of 5 1 votes, but less than the required 60 

The Byrd Rule has been used primarily during initial consideration of a 
reconciliation measure. It was invoked only three times — twice in 1993 and once 
in 1995 — during consideration of a conference report. In 1993, two poims of order 
against matter characterized as extraneous in a conference report were rejected by the 
Chair. In both instances, the Chair’s ruling was upheld upon appeal. The two 
motions to appeal the Chair’s rulings were defeated by identical votes, 43-57. In 
1 995, two sections were stricken from a conference report and the two chambers had 
to resolve the final differences with a further amendment between them. 

In many instances, a poim of order was raised against multiple provisions, 
sections, or titles of the bill, sometimes covering a variety of different topics. In a few 
cases, the Chair ruled that most, but not all, of the provisions violated the Byrd Rule. 

Five of the six definitions of extianeousness (the exception being recommending 
chai^ in Soda! Security) have been dted as ba^ for invoking the Byrd Rule. The 
most common basis for a poim of erder has been that the provision or amendmem did 
not change outlays or revenues. 

No actions involving the Byrd Rule occurred in 1989, in large part because the 
Senate leadersMp chose to use an amendmem rather than the Byrd Rule to deal with 
extraneous matter in the bill. On October 13, 1989, during consideration of the 
Omnibus Budget Reconciliation of 1989, the Senate adopted Mitchell Amendmem 
No 1004 by voice vote. The amendmem struck extraneous maner fix>m the bill; its 
stated purpose was “to strike all matter fi’om the bill that does not reduce the 
deficit."'* 

In 1993, the stringem application of the Byrd Rule by the Senate significantly 
influenced the final shape of the reconciliation act. Although the Byrd Rule has many 
advocates in the House and Senate, i» use that year also engendered much 
controversy between the two Houses. 

The Ifouse considered its verson of the Omnibus Budget Reconciliation Act of 
1993, H.R. 2264, on May 27. The Senate considered its version, S. 1 134, on June 
23 and June 24 (after completing consideration of S. 1 134, the Senate amended and 
passed H.R. 2264 fisr purposes of conference with the House). Senator Pete 
DomemcCRanking hfino^ Member of the Senate Budget Committee, insetted a list 
of potendaliy extraneous matters included in S. Wi^rntlbftCongrtssionalRtcord of 
June 24 (at pages 7984).'* The list idemified mote than a dozen sections in five titles 


" See the Congressional Record of October 13, 1989, at page S13349. The Senme 
leadership used an amendmem for similar purposes during consideration of the Omnibus 
Budget Reconciliation Act of 198 1 . 

TMs tequitemem was added by Section 13214 of the Omnibus Budget Reco n c ili a ti on 

(continued...) 
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of the bill as possibly being in violttion of the Byrd Rule, specifically Section 
3 1 3(bX I XA) (i.e., producii^ no change in outlays or revenues). 

At tl.e House>Senate conference stage, the Senate leadership diiected the 
Parliamentarian and Senate Budget Committee staff to thoroughly review the 
legislation to identify any provisions originating in the House or Senate that might 
violate the Byrd Rule.” As a resuh of this review, many provisions were deleted from 
the legislation in confisrence. 

During Senate consideration of the conference report. Senator James Sasser, 
Chairman of the Senate Budget Committee, discussed this process: 

. . . with regard to the Byrd Rule, we worked very hatd.and very feilhfiilly 
over a period of well over a week in going over this bill to tty to clarify and 
remove items that might be subject to the Byrd rule. 

As the dMOagudhed tanking member i n dica tB d, I think over 150 Herns were 
removed from the reconciliation instramem here, because H was fek that they 
would be suh^ to the Byrd role ...- 

I migiB say scnae of our House coUeagum could not understand, and I do not 
blame them because there were a number of dungs that were pulled out of this 
budget leoonriliation that had been voted on and passed by large majorities in both 
bouses. But snnply because they.vioialed the Byrd role, we had to go to the 
chanmai of the appnpiiaie House oommHfem and t^ them they had to come out 
They simply did net un derst a nd it I dunk H made them perhaps have a IHtle Ices 
high esteem for some of us here in the Senate ... In the final analysis, their 
leadership had 10 demand that some of these provisions subject to the Byrd role 
come out'* 

During House consideration of the co n ferenc e report, several Democratic 
Memben criticized the Byrd Rule and discussed its impact on the legislation. For 
example, Repnseoiaiive Dan Rostcnkowski, Chaaman of the House Ways and Means 
Commitiee, stated: 

. . . I alto have to express my grave concerns regarding the oihtr body’s e^ 
called Byrd role. As a retuk of dus procedural role, polieies that would have 


Actafl990. Canmquemiy, Ha first application was to consideration of the Omnihusfeidgei 
Re c o nc i liaii r m Actof IW9. 

” See the discustion of “Preempti v e EdHhig of the Co nfer enc e Repoit“ in Bydgu 
Pneus Law Amt ot a ud 1993 EdUUm, by William G. Dausier, op. cit, at pagm 245-246. 
Also, see: (1) Rkhard E. Cohesi, Running Up Againat the "Byrd Rule," Atoiona/ANinwl, 
September 4, 1993, page 2151; (2) George Hager, The Byrd Rule: Not an Easy Call, 
CoitgmsHmid Qmuwrfy tIMfy Kiport, July 31, 1993, page 2027; and (3) hfeuy Jaoohy, 
Senate PtchMsttBaiiM Ptttgm Budget Bill of Measures That Could Violale Byrd Rule, 
Call, August 5, 1993, page 9. 

'* See the lenunks of ScnaiorSaseerHi the Congresrionn/ Record of August 6, 1993 at 
pageS10662. 
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significanth unproved the Medicaie Program could not even be considered. Over 
go pages of statutory- language were stnpped out of the Medicare ntle. Staff 
waaed coumless hours, scrutinizii^ every line to ensure that there is nothing that 
would upset our friends at the other end of the Capitol. Even more absurd is the 
fact that most of the items stripped were minor and techmcal provisions that 
received bipaiusan support w hen they passed both the House and the Senate last 
year. 


I hope that Memben on both sides of the aisle share my grave concerns 
about how this rule has been used, and its impact on reconciliation. I sincerely 
hope that this role will be reconsideted before we ever return to the reconciliation 
process again.” 

Controvert over the Byrd Rule persisted during late 1993 and into 1994 The 
Joint Committee on the Organizstion of Congress, co-chairedhy Representative Lee 
Hamilton and Senator David Boren, was slated to make recommendations on 
congressional reform, including changes in the budget process, in December of 1993 
Representative Martin dtv Sabo, Chairman of the House Budget Committee, wrote 
to Co-Chair Hamikon in October, telling him that "widespread use [of the Byrd Rule] 
this year was extremely destructive andjbodes ill for the reconciliation process in the 
future.” Further, he stated that "the uise of mechanisms like the Byrd Rule greatly 

distorts the balance of power betvveen the two bodies” and that strict enforcement of 

the Byrd Rule "requires that too much power be delegated to unelected employees 
of the Congress.”'* 

Chairman Sabo attached two Budget Committee staff documents to his letter: 
( 1 ) a 29-page listing (ff reconciliation provisions “dropped or modified” in conference 

in order to comply with the Byrd Rule, and (2) a 3-page statemem identifying spe^c 
problems caused by the role (induding a bar against includtng authorizations savings 

in reconciliatioa the forcing of piecemeal legislation, inceritives to use 

counterproductive drafting techniques to mitigate effects, and a bar against provisions 
achievii^ savings or promoting efficiency when the Congressional Budget Office was 

unable to assign particular savings to them). 

The Senate Members of the Joim Committee on the Organization of Congren 

recotmnended in their fnalrepon that a provision clarifying “that the 'Byrd Rule’ is 
permanent, applies to conference reports, requires sixty votes to waive, and applies 
to exitaqeous matters” be included in a broad reform bill.'* Legislation embodying 


Serihe renaihs of Reptesentttive Rostenkowski in the Congrtsstonal fUeord of 
AugnatS, 1993 at page H6126. He dneossesqiecific programs dropped fipora the conference 
report because oftheBvrd Rule at pi«eH6124. Abo, see the remaifcs that same day of 
Rept«HMativcsdebGmza(«p^H6143), Veniofatprge H6235), andSienhoImfatpagB 

H6257). 

" r««»> fiem Representative Maitia Olav Sabo u> Repreecmative Lee H. Hanuiton, 
October 26, 1993, 2 pagea. 

'*SeeOtnHimienoftlieCoi«rese: FincURtportafOitStMmMimbtno/ihtJoM 
CommltuttmrimOrgemtxationofCoi^nss,Sm.9/^ 103-21J, Vol. L December 1993, 
pages 14 and IS. 
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the Senate recommendations (S. 1824) was introduced on February 3, 1994 (the 
recommendation pertaining to the Byrd Rule was set fonh in Seaion 3 1 2 of the bill) 
The House Members of the Joim Committee did not include any recommendations 
regarding the Byrd Rule in their report or legislation (H R. 380 i , also introduced on 
February 3, 1994). 

The day after the two reform bills were introduced, the chairmen of I S House 
committees wrote to Speaker Tom Foley. They urged him to meet with Senate 
M^ority Leader George Nfitchell in order to get Section 3 1 2 of S. 1 824, dealing with 
the Byrd Rule, removed from the reform package.^ 

On July 19, 1994, Chairman Sabo imroduced H R. 4780. The bill would have 
amended the Congressional Budget Act of 1974 to make the Byrd Rule “applicable 
to the Senate only,” chiefly by removing references to conference reports in Section 
3l3oftheAct.“ 

None of the three bills cited above were acted upon before the 103rd Congress 
adjourned. 


^ The letter is discussed in: Karen FoersteL Bvid Rule War Erupts Once Again, RoU 
Call, February 24, 1994, pages 1 and 13. 

’’ See the following article fiir a di s c ussi on of the Sabo bill: Maty Jacoby, Sabo Bill 
Would KiU Byrd Rule For Good, RoU Call, July 23, 1994, page 12. 
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APPENDIX A. Teit of th* Byrd Rule 
(Section 313 of the Congressional Budget Act of 1974 ) 


EXTRANEOUS MATTER IN RECONCILIATION LEGISLATION 

Sec 313 (a) In General. — When the Senate is considering a reconciliation 
bill or a reconciliation resolution pursuant to section 310, (whether that bill or 
resolution originated in the Senate or the House) or Section 258C of the Balanced 
Budget and Emergency Deficit Control Act of 1985 upon a point of order being made 
by any Senator against material extraneous to the instructions to a comminee which 
is contained in any title or provision of the bill or resolution or offered as an 
amendment to the bill or resolution, and the point of order is sustained by the Chair, 
any part of said title or provision that contains material extraneous to the instructions 
to said Comminee as defined in subsection (b) shall be deemed stricken from the bill 
and may not be offered as an amendment from the floor. 

(b) Extraneous ProvisioiM. — (!) 

(A) Except as provided in paragr^ (2), a provision of a reconciliation bill 
or reconciliation resolution considered pursuant to section 310 shall be 
considered extraneous if suchrprovision does not produce a change in outlays or 
reverues, including changes in outlays and revenues brought about by changes 
in the terms and conditions under which outlays are made or revenues are 
required to be collected (but a provision in which outlay decreases or revenue 
increases exaaly ofifret outlay increases or revenue decreases shall not be 
considered extraneous by virtue of this subparagraph); 

(B) any provision producing an increase in outlays or decrease in revenues 
shall be considered extraneous if the net effect of provisions reponed by the 
Committee reportirg the title containing the provision is that the Committee fails 
to achieve its reconciliation instructions; 

(C) a provision that is not in the jurisdiction of the Committee with 
jurisdiction over said title or provision shall be considered extraneous; 

(D) a provision shall be considered extraneous if it produces changes in 
outlays or revenues which are merely incidental to the non-budgetaiy 
components of the provision; 

_(E) a provision shall be considered to be extraneous it increases, or 
would increase, net outlays, or if it decreasei or would decrease, reveiaies 
during a fiscal year after the fiscal years covered by such recondhttion bill or 
reconciliation resohitioa, and such increases or decreases are greater than outlay 
reductions or revenue increases resulting fiom other provisions in such title in 
such year, and 

(F) a provisiott shall be considaed extraneous ifit violates section 3 10(g). 
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APPENDIX A. T»m df tke Byrd Rule 
(Scctioii 313 of tke Coogressioaal Budget Act of 1974) 

— continued 


(2) A Senate-originated provision shall not be considered ectraneoua under 
paragraph ( 1 K A) if the Chairman and Ranking Minority Member of the Committee 
on the Budget and the Chairman and Ranking Minority Member of the Committee 
which reported the provision certify that: 

(A) the provision nttigites ditea eftos clearly attributable to a provision 
changing outlays or revenues and both provisions together produce a na 
reduction in the deficit; 

(B) the (vovision will result in a substamial reduction in outlays or a 
substantial increase in revenues duimg fiscal years aft f the fiscal yean covered 
by the reconoliation bill or reconciliation resolution; 

(C) a reduction of outlays or an increase in revenues is likely to occur as 
a reuift of the provision, in the evoit of new r^ulatkms autbtmzed by the 
provision or likefy to be proposed, court rulings on pending litigttiott, or 
relationships between economic indices and stipulated statutoiy triggers 
pertainii^ to the |»ovision, other than the r^ulitions, court rulings or 
reloioialtips cutte^ imqectad by the Cm^rmaioaat Budget OfiEke fix' 
scorekeeping purposes; or 

(D) su<A powuons will be likely to prothice a significam rethictkm in 
outl^ or increases in revenues but, due to insufficient da^ such reduction or 
increue caimot be rciiahfy estimamd. 

(3) A t^rovision repotted by a committee shall not be considered extraneous 
under parajpaph ( I XQ if 

(A) the proviaion is an imegral part of a provision or title, which if 
introrkiced as a bOl or reMhition would be reared to such ernmnitme, uid the 
proviaion sets fixdi the procedtse to cany out tx uqMeraent the substantive 
proviskma that were reported and which fidl within the juiisdktxm of such 
committee; or 


(B) the proviaion states an exception to, or a special application of the 
gentii proviaan or tftle of wt^ it is a part and such ^netal {»ovision or tite 
if introduced as a bUI or reuriution would be r^erred «> such cominttee. 
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APPENDIX A. Tett of the Byrd Rule 
(Section 313 of the Congressional Budget Act of 1974) 

— continued 


(c)' Extraneous Materials. — Upon the reporting or discharge of a 
reconciliation bill or resolution pursuant to section 3 10 in the Senate, and « 3 «in upon 
the submission of a conference report on such reconciliation bill or resolution, the 
Committee on the Budget of the Senate shall submit for the record a list of material 
considered to be extraneous under subsections (bX I XA), (bX 1 XB), and (bX 1 XE) of 
this section to the instructions of a committee as provided in this section. The 
inclusion or exclusion of a provision shall not constitute a determination of 
extraneousness by the Presiding Officer of the Senate. 

(c)* When the Seiutte is considering a conference repott on, or an amendment 
between the Houses in relation to, a reconciliation bill or reconciliation resolution 
pursuant to section 3 10, upon — 

(1) a poimoforder being made by an Senator against extraneous material 
meeting the definition of subsections (bX 1 X A), (bX 1 XB), (bX 1 XD), (bX 1 XE), 
or(bXlXF),and 

(2) such point of order being sustained, such material contained in such 
confiaence report or amendment shall be deemed strickea and the Senate shall 
proceed, without imerveniiig action or motion, to consider the question of 
whether the Senate shall recede firom its amendmem and concur with a further 
amendment, or concur in the House amendmem with a further amendment, as 
the case may be, which further amendmem shall consist of only that portion of 
the confiaence report or House amend m em, u the case may be, not so stricken. 
Any such motion in the Senate shall be debatable for 2 hours. In any case in 
which such poim of order is sustained against a conference report (or Senate 
amendmem derived fiom such conference report by operation of this 
subsectiottX no further amendmem shall be in order. 


‘ Due to a d raf t ing error in S er tinn I32I4 ofthe Oimihm Bu4g^ Raennffili«tM« Art 
of 1990, the Byrd Rule ^ two subseeboos (c). 
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APPENDIX A. Teit of the Byrd Rule 
(Sectioo 313 of the Congressional Budget Act of 1974) 

— continued 


(d) General Pomt of Order. — Notwnhstaixhng any other law or rule of the 
Senate, it shall be in order for a Senator to raise a single point of order that several 
provisions of a bill, resolution, aznendmoit, motion, or conference report violate tMs 
section. The Preading Officer may sustain the point of order as to some or all of the 
provisions against which the Senator raised the point of order If the Presiding 
Officer so sustains the point of ord« as to some of the provisions (including 
provisions of an amendmeid. motitxi, or confaence repon) against which the Senator 
raised the point of order, then only those provisions (including provisions of an 
amendment, motion, or conference rqxtrt) against which the l^esiding Offico' 
sustains the poim or ordv sh^ be deetn^ stricken puraiam to this section. Before 
the Presiding Officer rules o* such a point of order, any Senator may move to waive 
such a point of ordor as it applies to some or aU of the provisions against which the 
pcam of order was raised. Such a motion to waive is amendable in accordance with 
the rules and precedents of the Senate. AAer the Presiding Officer rules on such a 
ppiia of order, any Senator im^ apped the ruiir^ of the Presdii^ Office on such a 
poiiK of order as it applies to sgtm or all of the provisons mi which the Pre»ding 
Officer ruled. 

(e) Detoviaatioa rtf' Levels.,. — For purposes of tMs section, the levels of 
new budget authority, budget outlays, new entitlement authority, and revenue for a 
fiscal year shall be dkermined on the luuis of esinittes made 1^ the Committee on 
the Bik^ of the Senate. 
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Unlced State* 

General Accoonling OflBee 
Waahinctoii, D.C. 2054S 


Aeconntliig and IsformaHoa 
Manaceneat Divleioa 

8-276984 

May 13, 1997 

The Honorabte Richaid K. Anney 

Maiority Leader 

Houae of Representatives 

Dear Mr. Anney: 

This report responds to your office's request for informatiem on federal 
spending by budget ftmedon and sid>fUnction for fiscal year 1996. In the 
following appendlzea, we display sf ency spoiding in tenns of gross 
obtigadom^ reported against the broad federal mission areas described by 
budget finetkm classifleadons. As we hatve sug^sted in previous products 
and teadmony,* examining patteim of spending according to bud^ 
fimedone provides a starting point for discuadons government 
rescrucRtflng and can be uachil in klcndiying poesible pcopam overlap by 
focusing on which federal agencks aie asenriated with which federal 
mission areaa. 

Appendix I provides a brief description of each budget fimedon and 
subAmedon. Appendix D provides a series of tables that claaaify 
department and agency spending by subdepaitment” and by subfUnction; 
appendix HI summatiaes spending for estfh budget fUncticHi and 
subAmedon by federal depaitmenis and subdepartments. We compiled the 
information presented in appendixes D and m from automated 
infonnadon collected and maintainsd by the Office of Managemmt and 
Budget as part of its process to develop the Presidenfs fiscal year 1998 
budgst We did not Independcndy vert^ reported data, although we did 
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reconcile total obllfattona for departments and agencia to published, 
sources. 

Appertdlxea n and m provide flrst>]evel observattona on who does what 
within the enormous complexily of federal ndaslons and organisatioiu. 
This petapectrve can be augmented by Unking these department and 
subdepartment summatiea to the accoutit4evel detail provided in our 
recent product. Compendium of Budiethccounta: Fiscal Year 1986 
((urvAiia>«r4s, April 1807). Ati4fbraddlltonal detail, the budget account 
summatiea in the coiigiettdlna can be lUtthar Uttked to the Budget of the 
United States Government; nscal Year 1996 -Annendlx andtoagency 
budget JuattfleattonsprovtM to the Congress, m this manner, a reader 
can "drilldown* aaneeded to irtquireiiito any particular apetMUng pattern 
within any hinctian,.sobAmclioii, or ageeicy. 

Hie budget Itmctlen rl sss lBr s lU si system provides a comprehens iv e and 
conetseens means to capnne (edeni spcnlng mcofding to arte of natianal 
need. Because <d this, budget Aawttons ate the catcfotiea used by the 
Congress In its cortcurrent tesoiunon on the bulgst and win Ukely be the 
claaaiflcalian syslam nsad to sunenarise federal tpendbei In 
govemmentwids flnancial statements, which are rsqaltad by the Chief 
Financial OOccm Act of 1900 (as espandsd by the Government 
Management Reform Act of 1804). and In the February 1998 
govcmmantvrlds perfbtmance pW wMch Is retpilied by the Government 
Petformaiice and Results Act odUOa Soma of the pattenw tUaclosed by 
atnying spending by flmctlon Indude the following. 

Moat Metal depaionanls esid agendas address more than ana ndaskm 
area; In act, moat mads nhHgdlmis In 1906 to three oemore budget 
hmctkins. U the analyala ii ootdtaied to subdapoctmenta and 
subAmedons, tbs ptdiae d often mote comptes. Fbr example, the 
Oepattment of Holth end Hunan Seevicss has about a dosen 
subdepartmerds adUeaebig eight mladona nngtag from Health Cate 
Services to TYehiing and Bnployneant His Depaitasent of the Interior hw 
overadoiensu b de p e s tin en l i ai l i lrrs el ng llmlaetnnatat^huhom 
Recreatianal Resources to General Purpose Flacal Aaeistence to 
Elementaiy, Secorxiaiy ami VocaUoiud EducatioeL 
Focusing on the misal o n e of govenunent, lather than federal 
oiganizattana, producaa a aimilaily intricate picture. Excluding Sodal 
Secuiity, Medcare, and Net bdens^ 6 of lha remaining IS budget 
ftmctlons ate addressed by six or mote executive branch departments and 
rnsKir age n cies Fuexanyls, seven tnaloc Metal orgsnixstiona made 
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obligationB in 1996 to the Natunl Resources and Environment mission 
area and seven to Community and Regional Development 

• Lastly, in nominal dollar tenns, the significance of a department to a 
mission area, or of a mission area to a department varies considerably. 
Spending for the Transportation mission area, for example, is almost 
entirely within the Department of Transportatiort which is also associated 
with that misalan area almost exclusive^. However, the Department of 
Agriculture, with nearly two dozen subdepartments addressing 16 different 
subftinctlona, presents a different picture. The Department is responsible 
for almost all spending in the Agri^ture function, but half of the 
Department’s obligations ate associated with a cUffetent furtcdon and 
aubfttrtctian (Food and Nutridon Assistance within Income Security). 

Care must be exercised in drawing specific conclusions from the 
information contained in the encloai^ tables. All of these data are 
reported as part of the atmual executive budget formulation process; none 
of the d«ts sie audited. Additional limitations to note mclude the 
following 

• the hmctlon classifications can in some cases aggregate very different 
actlvittea. For example, the Income Security fiinction invoivn 15 federal 
organizations, but these orgsnizationa are not all dealing with the same 
type of 'Income Security.* Income Security actually involves three broad 
subAmctlons: (1) retiiement and disability, addressed fr - nine different 
federal entities, msny of which administer separate employee pension 
programs; (2) cash ssaistaiKe, provided by firo federal organizations; and 
(3) housing food, and nutrition assiatance programs, concentrated in two 
major depattznenta spread across seven components with some small 
partlctpalion by two independent agencies. 

• Aspedflcliinctionorsubliinctionmaynotfiillyenconipassaaetof 
logicaily related activities. For example, the Commerce and Housing 
Credit limctian does not include the Housing Assistance subftinction, 
which is in Income Security. Similarly, the Income Security function does 
not include, for example. Social Security or Income Security for Veterans. 

• Subfimctiora ate based on a variety of organizing themes. Some are based 
on divisible segments of broad mission areas (e.g.. Water Transportation), 
some on a set of lelated activities (e.g. Health Care Services), and some 
on common functions (e.g. Central Fiscal Operations). 

• Although each federal acdvily is placed in a function that best defines its 
moat important purpose, there is discretion when coding an individual 
budget account against the function categories. If the account finances 

acthntiea in two or mote subfiinctioiis within a single fUnctioa the general - 
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function code is used; if the account is associated with two or more 
functions, a genera] multi-fUnctlon code is used.* 

We are sending copies of this report to the Chairmen and Ranking 
Minoiity Members of the Senate Committee on Appropriations; Senate 
Committee on the Budget; Senate Committee on Governmental Albits; 
House Committee on Appropriations; House Committee on the Budget; 
House Committee on Government Reform and Oversight; and other 

interested pattiaa. We wiU also make cciiies available to others on request 

We will continue to work with your office to provide tiinely inforr.mtion 

and asaiatance as you attalyie these data If you have any questions, please 

call me at (202) 512-9673. The rntjor authors of this comspottdenee were 
Michael J. Curto, Assistant Director, who can be reached at 
(202) 512-2991; Laura Hamilton; and John Mingus. 

Sincerely youts, 


Paul L Posner 
Director, Budget Issues 
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Description of Budget Functions 




Fune^ 

Daacripttofi 

Sidsfuiietten 

Natiooai Oafanse <050} 

Common dafansa and saci^ty of Unitad 
States, including raising, equipping, and 
mantaming of armed forces; devaiopmant 
and utftiz^^w of wa«3<ms syslarmi: difsct 
comiMnstfion and benefits p^ to actn^ 
military and civilian personnel; datanse 
resevcn. davaioprnent. testing, and 
evaluation; and procitfamar^, conduction, 
stockpiling, and other activitiea undertaken 
to directiy foster nationai sacuhty. 

Department of Oefanse-^ifitary (05 1 ) 

Atomic Energy Defense Activities (053) 

O^ensiHaiated Activities (OSa) 

intamationat Affairs (150) 

Maintaining peacaful relations, commerce, 
and tiavei between flie United Statee and 
the r%» of the world and promoting 
interruttionai security and economic 
development abroad. 

International OeviNopment and 

Humwtitanan Asas^nce <1 SI ) 

International Security Assistance (1S3) 

C^tduct of Ft^eign ( 1 S3> 

Foreign tnformetion and Exchange 
Activitiee(l54) 

international Rnancial Programs (155) 

Ganaral Scianca. Spaca and Tachnoiogy 
<250) 

Resoufcas ailocatad to scianca and 
rasevoh acti^iea of ma hidartf govammant 
th« ve not an integral part of the progrema 
conductad under any other function. 

Ganerai Scianca and Bmic flesaarch (25t) 

^aca Ffight. Rasaa^. «'id Supporting 
Activitias (252) 

Enargy{270) 

Promoting an adequtta supply and 
apprc^ate use ^ artergy to s^ve 9^ 
neads ^ the economy. 

Enargy Supply (271) 

Enargy Conaarvation (272) 

Emargancy Enargy Praparacti>ass (274) 

Enargy Information. Pokey, and Regulation 
(276) 

Niuural FaaourcM and E^^ranmant (300) 

Devekwir^. managing, and md^nmg tita 
ndon's nttjral rasouroaa «id anwmnmant 

WatarResot^casOOi) 

Consandtiion and Land Managamant (302) 

Racraatior^ flasourcaa (303) 

PoNutton Corsroi and Abatamant (304) 

Othar Natural Raaourcaa (306) 

Agncuttura (^} 

Promoting tha aconomlc stability of 
a^uitura and lha nation's captbWty to 
maintain and ^tcraaae mricuHurat 
praduction. 

Farm ineoma SUtiMization (^1) 

Agricuitural Rastarch six) Sarvicas (352) 

_ 


(continued) 
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Apyily t 

TTiHil riirtliai 

PuiKUon 

OaaortpttcM 

Subfunetlon 

Commerc« and Housing Crsdit (370) 

Promotion vid regulation of commarca and 
the housing credit and daposit insurance 
industrias. which pertain to cotlaction artd 
dissemination of social and economic data 
(unless they are an inte^al pM of another 
function, such as health); gwtaral purpose 
subsidiea to business, including credU 
subsidies to housing industry: ^ the 
postal servica furni and general furtd 
subsidies of tiiai fund. 

Mortgage Credit (371) 

Postal Service (372} 

DepMit InsurwKe (373) 

Other AdvarKsment of Commerce (376) 

Transportation (400) 

Providing for the transportation of ff>a 
general public and/or its property, whether 
local or nations and ragartfaas of me 
particular moda of transportation, indudad 
are construction of faciUtiaa: purchase of 
sduipmant: rasaarah, testing, and 
evaluation; provision of communicKiona 
ratatad to transportation; operating 
subaidiaa for tranaportatiorr faciutiaa and 
industriaa ;'^ arrt ra^dory actfviUaa diraeted 
spacificaity toward the transportation 
industry ramar than toward buainaaa. 

Ground Transportation (401 ) 

Air Transportation (402) 

Watsr Transportation (4(0) 

Other Transportation (407) 

Community and Ragional Oavaiopmam (450) Davaiopmant of pfiysicaJ faciiitias or 
flnanciM infraatructi.ras dasignad to 
pronxxa viaPta corrvnunity aconomiaa. 

Commumty Oevtfopment (451 ) 

Area and Regional Oavaiopment (452) 



Osaatar RalM and insur«>ca (453) 

Education, Training. Employmant and 
Social Sarvicaa (500) 

Promding the axtansion of knowfadga and 
skiHs. enhancing ampioymint and 
employmant opportunwaa. protecting 
workp^a standards, and providing 
servicea to the needy. 

Gamantary, Secondary, and Vocational 
Education (SOI) 

Higher Education (502) 

Rasaarch and (Senerai Eduction Aids 
(S03) 

Training and Employmant (504) 

Other Labor Servicas (SOS) 

Social Sarvicaa (506) 

Haaltn (550) 

Programa other than Medcere whoee basic 
purpose it to promote physical and manod 
health, inctuding the prevention of jHnoea 
and acodenta. 

Health Cara Services (551) 

HaaRh Rasaarch and Training (552) 

Conaumar and Occupatiwal l-laalth and 
Safety (554) 

Madicara(570) 

Federal hosprial insuranca and fede^ 
supplementary medical insurance, along 
with ganeral fund subsitfet of thaaa kin^ 
and associated offsetting receipts. 

Madicara (S7i) 


(continuM) 
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AMwaibil 

Dtiertfitoa «t fwwTiaM 

Function 

DoocflfNIon 

Subfunetipn 

tncomo Socuiity (600) 

SupDOft Doymonti (including ataociatod 
admintsvattva axponsM) lo persona for 
whom no currant tarviea ta randorad. 
indudad arc ratiramant. diaabiWy. 
unampioymara. waFara. ar^ similar 
pmgrartui, axeapt for social saajriiy vid 
income sacurity for vatarana, which are in 
other functiont. 

Qanarai Ratiramant and Usability 
tnsunavea (a;«fodlng Soda! Security) (601 ) 

Federal Employee Retimment and 

OiseOiltty (602) 

Unemployment Compensation (603) 

Housing Assistance (604) 

Food end Nutrition Assistance (60S) 

Omer Income Security (608) 

Sociai Socurity (650) 

Federal old age and aurvluom and cHsabiWy 
insurance trust furfoa. along witft general 
fund subsidiei of theaa funds and 
asscci«ad offoaoing ec^K^iona. 

Social Security (651) 

Vctortnc Bonofitt and Sorvicot (700) 

programs providing beneFta and aarvicaa, 
the eligibiiity fommieh is raiatad to prior 
miitafy Mr^^. but the financing of which ta 
not an intogral part of the Mata of nafionai 

dafanaa. 

income Security for veterans (701 ) 

Vstarans Education, Training, and 
Rehabilitation (702) 

Hospital and Madicaf Cara for vaterans 
(703) 

Veterana Housing (704) 

Qthar Veterans Baneflta and Sarvicaa (70S) 

Admintstra^ of Juattco (7S0) 

Programs fo iMtMM iucKoiai sarvieaa. poaea 
protacdoa law arSorearTtart (inciijfoing cM 
rights), rshabiltaiion ind fncarcanufon ol 
^Twials. and dw ganaral maintananea of 
domastic order. 

Fedarai law Enforcement Acavitiee (7S1) 

Federal Utigwive and Judictai Activjtiee 
(7K) 

Fedaral Correctional Activitiea (753) 

Oimmal Justica Aseistanca (754) 

QonoraJ Oovommont (600) 

Qanani ovarharM coat of the fadaral 
govarnrTwra. including lagislativa and 
axacuifva toMitm paMHon of cantraf 
iieat. paraonnai. and property ac^iviliaa; 
and provision of aarvicaa that cannot 
rsaaonably be tlaaiifiatf in any other maior 
funetfon. 

legislative Functions (801) 

Executive Okeettan and Management (802) 

Central Becai Operations (903) 

3anaral Proparty and Raoordt 
Managameni{a04) 

Central Paraonnai Management (805) 

General i^i^3oe• RaealAuistance (606) 



0«Mr Omwal OMwnnwii (808) 



Oeduetione tor Oflaatling Racaipts (80^ 


(continutd) 






209 



A»»tMtsl 

niiiiiadittfiit<ti<rwwrtaM 


Puneilon 

DMOrtpHofl 

SuMunetloR 

N« inttrtat (900) 

Trtnsactiona which dirtctty giv« riat to 
<nttrtat paymtntt or tncomo (Itotf ng) and 
tht gtntral shortftfi or txctM ^ outgo ovar 
•neomo arising out oi Kacal. miM>itary. and 
othar policy consKMrttont and iMding to 
tha craation of intaraai-baafing dadt 
mstrumants (normally tha pubNc dabt). 

In^asi on tha Pubiie Oadt (901 ) 

IhMraat Racaivad by On-8udgat Trust 

Funds (902) 

intarast Racah«d by Off-Sudgat Trud 

Funds (903) 

Othar intarast (908) 

Unc^stritMJttd OffiMting Rtcdipct (960) 

(Dffsatting racaipts that ara not indudad m' 
daductiona from ouDaya m tha appiicadia 
function or sudfunction. adovi, and ara Onia 
'undistributad.* 

* ^ 

Empioyar Shara. Employaa Ratiramant (on 
BudgatXSSi) 

Employe Shara. Employaa Ratiramant (off 
Budgai)(952) 

Ranta and Royaitiaa on tha Outar 
ContinantafShaH(953) 

Salas of Maior Assais (964) 

Othar Undistributad Offsatting Racaipia 
(959) 


Nett: Subfuneuon eed* 9M it Mtigrwd IS «WM bud9« aeeaMnti wtwM aOMtM art 
tatocuMKl wifi twQ Of iTMift functoniL 


ra<tu 
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Budget Process Seminar 
September 26, 1997 

Subcommittee on Le^slattve & Budget Proc^ 
Biographies of Briefers 


Robert Keith, CRS 

Bob Keith, who has been with CSS since 1974, is a Specialist in American 
National Government in the Government Division. He specializes in the area of 
Congressional Inidgeting and legislini\« procedure. Bob was detailed twice to the 
House Rules Committee in the late 1970's and early 1980's and once to the 
Congressional Budget Office in 1988. 

James V. Satumo, CRS 

Jim Sammo is a Specialist on the Congress in the Congress Section of the 
Government Division of tte Congressional Research Service. His area of expertise 
is legislative procedure, e^wcially die fettetal budget process and budget process 
reform. His work has appeared in Legislative Studies Quarterly, and the 
Encyltqiedia of the United States Congrres. Prior to coming to CRS in 1986 he 
received his BA at SUNY Univershy at Altaiy and his MA at the University of 
Rochester where he also as an instructor. In 1987 he served as a consultant to the 
Caster for Re^nsive Politics for the ptqMration of Congress Speaks - A Survey 
of the 100th Congress. In 1993 he was (tetailed to the Joim Committee on the 
Organization of Congress as a consultant on the budget process. 

Sue Irving, GAO 

Sue Irving is Associate Directm for Federal Aidget Issues at the GAO. As 
such she co-directs the agency’s work on budget structure, budget process, long- 
tom issues in the budget, and intoactkm of the Results Act and the budget process . 
Among die issues on which the groiqi has wt^red are die implememation of credit 
reform, the linkage of budget and accrmnting, how to increase recognition of long- 
tom commitmena in the budget process, and the design of a budget structure to 
increase recognhion of important dwices. Sue has worked in the U.S. Senate, at 
the Council of. Economic Advisen, and in the noi^rofit sector. She has testified 
on budgo process before the House Rules Committee, the Senate Governmental 
Af&irs Committee, and the House Budget Committee. 
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James Reid Homey, CBO 

Jim Homey is Chief of the Projections Unit in the Budget Analysis Division 
of the Congressional Budget Office. He received an A.B. in History from Harvard 
College and a Ph.D. in Government and Politics from the University of Maryland. 
After two years as an assistant professor in the J.L. Kellogg Graduate School of 
Management and the Political Science Department at Northwestern University, he 
spent a year as an American Political Science Association Congressional Fellow 
and eight years working in various positions for the Committee on the Budget and 
Committee on Rules of the U.S. House of Representatives. Just prior to coming 
to CBO in March 1992, he was an Assistant Director for Budget Issues at the 
General Accounting Office. 
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[Whereupon, at 11:05 a.m., the subcommittee was adjourned.] 
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